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<PAGE> 2
ITEM 2. ACQUISITION OR DISPOSITION OF ASSETS

Acquisition of MacLeod Group of Companies

On January 1997, Metal Manage Inc., a Delaware corporation
"Registrant"), conwleted the a i {(the "Acquisition™) o
Metals Recycling, Inc., a California corporation ("C Me*al“"),

- T ad
n

California corporation ("Firma"), MaclLeod Metals Co., a Califo
("MacLeod Metals"), Firma Plastic Co., Inc., a California corpora
{("Plastics™) and Trojan Trading Co., a California corporation ("Tr
and together with Firma, CA Metals, MacLeod Metals and Plastics,

Companies™). The Registrant acquired all of the outstanding shares of CA Meta

1ls,
Firma, MacLeod Metals and Plastics directly from Ian and Marilyn MacLeod, the
former shareholders of such companies. The acguisition of Trojan Trad’ng Was
accomplished by means of a merger of a wholly owned subsidiary of the Registrant

with and into Trojan Trading. The acquisition of the MacLeod Companies was

ished pursuant to an Acquisition Agreement dated January 1, 1997 (the
Ajreem»nt") among the Registrant, MMI Acquisition, Inc., Metal Management
Realty, Inc., the MacLeod Companies, Ian and Marilyn MacLeod and the MacLeod
Family Trust dated January 30, 1993 {(the "Trust"). Pursuant to th
the Registrant also purchased from the Trust, through Metal Management Reqlty,
Inc., its wholly owned subsidiary, two parcels of real property located in South
Gate, California.

and the parcel

e p hdb» price for the MacLecd Companies I
property was as follows. An aggregate of 725,000 shares of the
Cornrnon S‘ock was lssued to Ian and Marilyn MacLeod in connecti
acquisition of Trojan Trading. The purchase price for the stocK of the remaininc
MacLeod Companies consisted of: (i) £7,100,000 ($6,600,000 of which was in the
form of promissory notes issued by the Registrant), (ii) a Series A Warrant to
purchase TCJ,OOC shares of Registrant Common Stock, (ii a Series B Warrant to

[

w -

£ )

purchase 25,000 shares of Registrant Corunon Stock, (i a Seriesg C Warrant to
purchase 25,000 shares of Registrant Common Stock and (v) a Series D Warrant to
purchase 25,000 shares of Registrant Comu The purchase price for the
parcels of real property was $3,000,000 in the form of a promissory note issued
by Metal Management Realty, Inc. and guaranteed by the Reglstrant and $500,000
in cash. The cash payments by the Registrant were paid out of general working
caplital of the Registrant. The amount of consideration paid by the Registrant in

t n

)]

tions with the MacLeod

sition was determined in arm's- gotia

connection with the Acguisition, the certificate for 725,000 shares of
~rant's Common Stock and the Series A, B, C and D Warrants were placed
w, to be held as =security for certain losses incurred by the

i e event of certain breaches by Ian and Marilyn Macleod or the

covenants, representations and warranties contained in the Agreesment.

’D

20f72 5/31/2012 7:47 AM
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Pursuant to the Agreement, Tan MacLeod was appointed to serve as a
director on the Registrant's Board of Directors. In addition, pursuant to an
employment agreement between the MaclLeod Companies and Mr. Macleod, Mr. MacLeod

will serve as President and Chief Executive Officer of all of the MacLeod
Companies.

Pricr to the Acquisition, the MacLeod Companies utili ts and
the parcels of real property sold in the Acquisition for scrap me recycling
and processing. Folleowing the Acquisition, the Registrant intends to use such
agssets for the same purpose.

a3 3¢

m

The acquisition of Trojan Trading is intended to be a tax-free

S

reorganization undser ~tion 365 (a) of the Internal venue Code of 1986, as
amended, and the acquisiticn of the MacLeod Companies is intended to be treated
ag a purchase for financial accounting purpocses

<PAGE> 3

ITEM 7. FINANCIAL STATEMENTS AND EXHIBITS

{a) Financial Statements of Businesses Acquired.

e Audited Consclidated Financial Statements of the MacLeod Companies as
of June 30, 1996, and 1995, and for the fiscal years ended June 30, 1996, 1995,
and 1994, are attached hereto as Exhibit 99.1. A manually signed report of the
Registrant's independent accountants relating to the Consolidated F ]
Statements for the Macleod Companies is included herewith as Exhibit 99.2.

It is impracticable to provide Consolidated Financial Stateme
MacLecod Ccmpanlc as of September 30, 1996, at this time. The Reg
file the reguired financial s ments within 60 days of the date
Report.

() Pro Forma Financial Information.

It 1is ,T@rdcfl cable to provide pro forma financial informaticn as reguired
e. The Registrant will file the required pro forma
“hin 60 days of the date of this Report.

)

() Exhibits:

2.1 Acqul ion Agreement by and among the Registrant; MMI
Acqu ion, Inc., a California corporation and wholly cwned
subsidiary of the Registrant, Metal Management Realty, Inc.,
izona corporation and a wholly owned subsidiary of the
Registrant, California Metals Rec ﬂllnq, Inc., a California

corporation ("CA Metals"), Firma, Inc., a California
corporation ("Firma"), MaclLeod Metals Co., a California

corporation {"MacLsod Metals"™), Firma Plastic Co., Inc., a
California corporation ("Plastics"), Trojan Trading Co., a
California corporation {together with Firna CA Metals,

MaclLeod Metals and Plastics, the "Macleod Companies™), Tan
MacLeod, an individual and shareholder of each of the MacLeod

Companies, Marilyn MaclLeod, an individual and shareholder of
each of the MaclLeod Companies and the MacLeod Family Trust
dated January 30, 1993.

23.1 Consent of Price Waterhouse LLE.

99.1 Audited Consolidated Financial Statements of the MacLeod
Companies as of J 30, 1996, and 1995, and for the fiscal
vears ended June 1996, 1995, and 1994.

port of Price Waterhouse LLP relat

ial Statem s for the MacLeod Co
of June 30, 1996, and 1995, and for the fiscal vyears ended
June 30, 1996, 1995, and 1994.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the
Registrant has duly caused this report to be signed on its behalf by the
underasigned hereunto duly authorized.

METAL MANAGEMENT, INC

5/31/2012 7:47 AM
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1997 By: /a/ Gerard M. Jacobs
Gerard M. Jacobs,
President and Chief Executive Officer

EXHIBIT INDEX

ition Agreement by and among the Registran MMI

ion, Inc., a California corporation and wholly owned
Lary of the Registrant, Metal Management Realty, Inc.,
an Arizcona corporation and a whelly owned subsidiary of the

Registrant, California Metals Recycli
corporation {("CA Metals"), Firma, Ir
corporation ("Firma"), MacLeod Mete
corporation ("MacLeod Metals"), Firma
Cal tion {("Plastiacs™),

California corporation ({(together with
MacLeod Metals and Plastics, the "MacLeod Compa
MacLeod, an individual and sharehclder of each

Companies, Marilyn Macleod, an individual and
each of the MaclLeod Companies and the MacLeod F
dated January 30, 19293.

Inc., a California
., a California
Co., a California
stic Co., In
Trading C

a

c.,
ornia corpo: 0.,

)]

es™), Ian

of the MacLeod
reholder of
amily Trust

Consent of Price Waterhouse LLP.

Audited Consolidated Financial Statements MacLeod
Companies as of June 30, 1996, and 1995, and for the fiscal
S 995, and 1994.

vears ended June 30, 1996, 1
Manually sign report of Price Waterhouse LLP relating to the

; for the MacLeod Companies as
and for the fiscal years

of Jur
June 30,

<DESCRIPTION>ACQUISITION AGREEMENT

<TEXT>

<PAGE> 1

Exhibit 2.1
ACQUISITION AGREEMENT

BY & AMONG

METAL MANAGEMENT, INC.,
MMI ACQUISITION, INC.
CALIFORNIA METALS RECYCLING, INC.,
FIRMA, INC.

MACLECD METALS CO.

FIRMA PLASTIC CO., INC.
TROJAN TRADING CO.

MACLEOD FAMILY TRUST DATED JANUARY 30, 1993

METAL MANAGEMENT REALTY, INC.

5/31/2012 7:47 AM
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ACQUISITION AGREEMENT

ition Agreement {this "Agreement") is entered into effective
1997 by and among Metal Management, ., a Delaware

as of January 1,

rrporatio ("Parent"); MMI Acquisition, Inc., a California corporation and
wholly subsidia of Parent
Inc., on and a

Ca.

"Purchase Su“"!,

a Metals Recy@J ng, ornia curporatl

("CA Metals"™), Firma, I , a California corpo on ("Firma"), MacLeod Metals
Co., a California corporation ("MacLs als"™), Firma Plastic Co., Inc., a
California corporation ("Plastics™), Troj Trading Co., a LdlLLOInLd

corporation {("Trojan Trading," and together with Firma, CA Metals, MacLeod
Metals, Plastics, and Trojan Trading, the "Companie“ " and each individually a
"Company"™), Ian Macleod, an individual and shareholder of each of the Companies
and Marilyn MacLeod, an individual and shareholder each of the Companies
ectively, Ian MacLeod and Marilyn MacLeod are herseinafter referred to as

e "Company Shar lders”™) and the MacLeod Family Trust dated Ja 0, 1993
(the "Trust"). Certain other capitalized terms used herein are defined in
Article XIII or elsewhere throughout this Agreement.

RECITALS

VHEREAS,

ard of Directors of Pa
als, Plastics and Tro
[ solutions approving this Agreemer

s Sub shall be merged with and intce Trojan Trading and Trojan
1 become a wholly-owned subsidiary of Par (the "Me 11)
“hase from the Company Shareholders a of the
aFlLdl stock of CA Metals (the "CA Metals
the Company Shareholders all of
‘ma {(the "Firma Purchase™); (iv)
pany Shareholders all of the outstanding shares
(the "Plasti Purchase™); (v) Parent shall
lders all of the outstanding shares of capital
als Purchase"), (collectively, the CA Metals Purchase,
Plastics Purchase and the MacLeod Metals Purc are hereinafter
the "MacLeod Purchases

LA

Merger Sub, Purchase Sub, CA
an Trading and the Company
to

Mo;als,

WHEREAS, in connection with the MaclLeod Purchases, Purchase Sub desires
to purchase that certain parcel of real property located at 9309 Rayo Avenue and
4998 Branyon Avenue, South Gate, Los Angeles County, California {(the "South Gate

roperty") from the Trust (the "South Gate Purchase™).

HEREAS, Parent, Sub, Purchase Sub, tI Companies, the Co
! rs and the Tru ire to make cert representaticns, warra
covenants and agreements in connection with the Merger, the MacLeod Purc
the South Gate Purchase and the other transactions provided for herein;

ses,

NOW THEREFORE, in consideration of the representations, warranties,
and agr

ments cont this Agreement, the parties agr

Yol
2L

TERMS OF AGREEMENT

In consideration of the mutual representations, warranties, covenants

ements contained herein, the parties he

c agree as follows:

agre

5/31/2012 7:47 AM
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1.1 The Merger. At t
subject to and upon the terms
applicable provisions of the C
Law™), Merger Sub o}
corporate existence of Me

hitp://www.sec.gov/Archives/edgar/data/795665/0000891618-97-000058 txt

ARTICLE I

1E MERGER

e Effective Time (as defined in Section 1.2) and
and conditions of this Agreem
alifornia General Corporation Law ("Callfornia
ged with and into Trojan Trading, the separate
uub shall cease and Trojan Trading shall continu

rg
ag the surviving corporaticn and as a wholly-owned subsidiary of Parent. Trojan

Trading as the surviving corpo
referred to as the "Surviving

1.2 Effective
pursuant to Section 14.
the parties hereto shal
: T Merger with the

me .

, on t

=

@]
—h

7
time of acceptance by th
filing being referred to here

1.3 Effect of the Merg
Merger shall be as provided in
Without limiting the generalit
th
rights, privileges, powers and

vest in the Surviving Corporati

Trojan Trading and Merger Sub
the Surviving Corporation.

1.4 Articles of Incor

{a) Unless

Effective Time, at the Effecti

Su ShaLl be the Articles of I

o

provided, however, that Articl
Surviving Corporation shall be

corporation is Trojan Tradlnq
(b) The Byla
to the Effective Time, shall b

thereafter amended.

1.5 Directors and Off

pricr to the Effective Time sh
Corporation, each to hold offi
Incorporation and Bylaws of th
Sub lmm»dldtely pricr to the E
Surviving Corperation, each to
Surviving Corporation.

1.6 Effect of Merger
Corporations.

change
each share of Trading's
Common Stock"™), is i<sued

Effective Time
action on the

shares of the

<PAGE> 10

value $.01 per share (the "Par
72 U,Cfﬁ shares of Parent C OIMOT
shares of Trojan Common Stock.

(b) Cancella

tock. FEach share of Troj

lfadlng or any direct or indir
Trading immediately prior to

extinguished without any conve

(c) Capital

Unless this Agre

e other provisions of this Agreement, at the Effective Time, all the prope

an Common Stock owned by Merger Sub, Parent and Troj
-

~he Effective Time shal

ration after the Merger is hereinafter sometimes
Corporation.”

G is earlier terminated
he lO“ng Date (ﬁs defined in Section 3.1 below),
ling an

[

Secretary of State of Califognia (the "Merger
in accordance with the relevant provisions of California LaJ (th
e State of the State of California of ?uch

"Bffective Time

ger. At the Effective Time, the effect of the
the applicable provisions of California Law.
v of the ;orerJnu, and subject thereto, and to

franchises of Trojan Trading and Merg
on, and all debts, liabilities and duties of
shall beco the debts, liabilities and duties of

poration; Bylaws.

otherwise determjned by Parent prior to the
ve Time, the Artic of IngOLﬂoratlsn of Merger
ncorporation of the Surviving Corporation until

[65)

r
“hereafter amended as provided by law and such Articles of Incorporation;
+1ion

e I of the Articles of Incorporation of the
amended to read as foll The name of the

Co."

wg of Merger Sub, as in effect immediately prior

e the Bylaws cof the Surviving Corporation until

ately

icers. The director(s) of Merge
) e Surviving

all be the initial director(s)

2T Sub lmmed‘
of th

u

ice in accordance with the Articles of

e Surviving Corporation. The officers of Merger
ffective Time shalil be the initial officers of th
hold office in accordance with the Bylaws of the

on the Capital Stock of the Constituent

¢ As of the Effective Time of t
common: stock, no par value (the "Trojan Trading
and outstanding immediately prior to the

all, by virtue of the Merger and without any

Merge

T

"any Shareholders, be converted into that number of

Stock, par

ent Common Stock™) as is determined by dividing
Stock by all of the issued and outstanding

tion of

and Troj Trading-Cwned

ect wholly-owned subsidiary of Parent or of T
11l be canceled and
rsion thereof.

Stock of Merger Sub. All 1

m

sued and outstanding

5/31/2012 7:47 AM
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shares of capital stock of Merger Sub shall be

shares of Common Stock of Trojan Trading. Bach

evidencing ownership of any such shares shall c
such shares of capital stock of the Surviving

of Certificates.

(a) Effect
Stock that are outs
virtue of the Merger and without further
converted into the right to receive from
Common Stock determined as set forth

As
standing immed

on Shares.

Trojan Conmon

Parent

in Section

(b)
Shareholders
and outsta

Exchange of Certificates.
will surrender their certi
nding shares of capital stock
icates™) to Parent for cancellation. At t
igssue to the Company Shareholders certificates
Stock whlc“ Parent shall deposit into th
tion 10.2) on ]‘ of the Company Sharehol
> T and subject to and in
Parent shall cause to be d
Section 10.2 ) a certificate or

(“omp any
i ssued

U

O
oo
i
o
-

m Qe
o) g U
-
3
0
5

)

Hh

o

in
At Common Stock which will be registered

al
)

O o~
D
@
(9]
s @
g F“

of Shares.

delivered upon the surrender an Certific
hereof will be deli to the istered hold
Escrow Agent, as applicable. After the Effectiv

of

the

of transfers o
Trading.

of Trejan

registration c
transfer books

shares of Troj
I1f, after the

=

Certificates are presented for transfer or for
canceled and exchahged and certificates therefo
egcrow as provided in this Section 1.7.

(d) Until Trojan Certif tes
outstanding prior te the Merger are surrendered
above, such certificates will be deemed, for al
of the number of shares of Parent Common Stock
Common Stock will ve been converted, subject

ha
thereof in esScCrow required hereby.

1.8 Neo Further Ownership
Parent Common Stock issued upon t

s
q f\

T
the surrender
T

Common Stock in accordance with the terms hereo
igsued in full satisfaction of all rights pertair
and there shall be no further reg

Surviving Ceorporation of shares
immediately prior to the Effective

—3—

b

the SurVT

icates are
c ed as provid

anceled

o “O

resented to

e nd exchange
1.9
Merger shall
the Internal
consulted its
Merger.

Tax Consequences.
constitute a reorganizaticn thin
Revenue Code of 198 as amended
tax advisors with respect

wit

OWIL to

1.10 Taking of Necessary Action; Furth

fective Time, any such further action is
e purposes of this Article and to vest th
title and possession to all assetu, prop
anchises of the Trojan Trading and Merger
Trojan Trading and Merger Sub are fully
tive corporations or otherwise to take,
ary actiocn.

ARTICLE ITI

PURCHASE AND SALE OF CAP

At the Closing provided

action,

All

It is intended by

necessary or

and will

for in Arti

hitp://www.sec.gov/Archives/edgar/data/795665/0000891618-97-000058 txt

converted into One Hundred (100)
stock certificate of Merger Sub

ontinue to ev1dence ownershlp of

Corpoeration.

Time,

thereto
zist, and wi
of shares of

all shares of
will

s o
the number
1.6(a).

At the Effective T
ficate(s) enting a
of Trojan Trading (the "Trojan
he Effective Time, Parent will
for 725,000 ares of Parent
e ESCIOW’Fund (as defined

ime,

repres

in

ders. As soon as practicable
accordance with the provisions
istributed to the Egcrow Agent
certificates representing shares

in the name of the Escrow Aqen .

Stock
terms

shares of Parent Common
ates in accordance with the

a
or placed

ar o in escrow with the

e Time, there will be no further
an Common Stock on the stock
Effective Time, Trojan

any other reason, they will be

re will be delivered or placed in
representing Trojan Common Stock

pursuant to oectwon
1 purposes, s
ich the %hﬁ res of Trojan

on to place a

1./(

b)

;an Conmoon St . All shares of
for exchange of shares of Trojan
f shall be deemed to have been
ning to such shares of Trojan
ist raf onn of transfers on the

were

oration for any reason,
is Article TI.
the parties he thaf the

the meaning of 368 (a) of
(the "Code"). Each party has
the tax consequences of the

If,

er Action. at any time

degirable to

e Surv%ving Corporatlon wit

erty, rights, privileges, powers
Sub, the officers and directors
authorized in name of their

lawful and

TT

AL 3TOCK

IIZT the

[
©

hereof,

oIl
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nd subject to the conditions set forth in
hareholders

this Agreement, the Company
shall sell, convey, transfer, assi and deliver to Parent, free
and clear all ens, encumbrances or other defects of title, and Parent shall
urchase and acguire from the Company Shareholders (i) all of the outstanding
ares of capital stock of MacLeod Metals (the "MaclLeod Metals Shares"); (ii

all of the outstanding shares of capital stock of Plastics (the "Plastics
Shares™); (1 a of t outstand shares of capital stock of CA Metals (the

"CA Metals Shares"); and (iv) all of the o
Firma {(the "Firma Shares").

testanding shares of capital stock of

The purchase price for the MaclLeod Metals Shares, Plastics Shares, CA
) 87,100,000 (86,600,000
les A Warrant, in

shares of Parent

O
iy

Metals Shares and the Firma Shares shall consist
of which will be i:
the form attached

Comrmon Stock

the form of promissory notes),
. ibit B-1, :
B Warrant, 1in

B-2, to purch : shares of Parent Common Stock, (d) a Seri C Warrant,
in the form - red hereto as Exhibit B-3, to purchase 25,000 of Parent
Common Stoc i {(e) a Series D Warrant, in the form attached hereto as Exhibit

B-4, to purc >, 000
be allocated as set fort

shares of Parent Common Stock The purchase price shall
on Schedule 2.1 hereto.

2.2 Delivery. At the Closing provided for in Artic
Company Shareholders I deliver share certifi
Metals Shares, the T s Shares, the CA Metals Shares and the Firma

ares

against (i) payment of t purchase price thereof by deposits nt of
$500,000 to Fir Lcan Title Company low,

(i1) a Promissory Note for $6,000,000 is
areholder in the form attached hereto
ii) a Prc sory Note for 3600,000 issued by
areholde in the form attached hereto as ibit C-2 B Note" and
together with the Class A Note, the "Notes") and (iv) and the Warrants {which
Parent shall deposit into the Escrow Fund on behalf of the Compan
Shareholde The Company Shareholders will also deliver to Parent
N forms; (i11) the resi of all di
tals, Firma and Plast tors; and {(iii) the
cers of each of Ma als, CA Metals, Firma and
cticable after the Closing Date, and subiject to and in
th the provisions of Article X hereof, Parent shall cause to be

Note™),

all
rectors from

_4_
<PAGE> 12
Escrow Agent (as defined in Ss n 10.2) a certificate or certificates
representing the Warrants and Shares of Parent Commeon Stock which will be
registered in the name of the Escrow Agent.

ARTICLE IT A

PURCHASE OF THE
PROPERTY

Purchase of South Gate Property.

Purchase Sub the South
or other d

lear of all liens, encum

ts of tit except as set forth in Schedule 5A hereof and deliver
a Grant Deed to Purchase Sub for the Scuth Gate Propertie The purchase price
for the South Gate Property shall consist of {(a) $500,000 in cash to be paid by
Parent pursuant to agreement with Purchase Sub ("Parent Loan") and (b)) a

the {the "Purchase Note™).

J

g provided for in her

of,

Parent shall deliver to First American Title Company ("First American") (a)
51,000,900 (censisting of the cash payment for the MacLeod Metals Shares,
Plastics Shares, CA Metals Shares, the Firma Shares and the cash payment for the

of $900)

South Gate Property described above and closing cost
promissory nc and deed of trust in form of Exhibit
shall wire to First American c

difference between the ou
by Tokai Bank secured by the South Gate property (the
amounts paid by Parent under (a) above. First American
amounts paid to it by Parent and the Trust and 11 rel
the Tokai Lien and record title to the South G
ase Sub in accordance with i

f trust
~e Property in the name
ructions to First American atta d

5/31/2012 7:47 AM
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Agreement
Logan, Pr
a.m., P.S.

r
g
5
c
)
c
0}
C.
=
=i
[
0

"Closing Date™) .

oging. The closing of the tr
osing”) shall take place at the
Corporation, in Long Beach, Ce
; s days following the satis
the last of the conditions of :
hereof, or such other date as

hitp://www.sec.gov/Archives/edgar/data/795665/0000891618-97-000058 txt

row Instructions™).

ARTICLE IITI

CLOZING

faction or written waiver of
Closing as t forth in Articl I and IX
the parties hereto may mutually determine (the

3.2 Deliveries at the Closing by the Companies and the Company

At the Clo

Shareholders

sing,
N . P o 1 X e 11 SN -
Trading or the Company Shareholders, as the case may be, s

CA Metals, Firma, MacLeod Metal Plastics, Troijan

deliver or cause

to be delivered to Parent or Merger Sub, as the case may be, the following:

(a) t

Company Shareholders

ificates
res of

ime, repres

th prior Lo the Effectiv
capital stock of Trojan Trading:;

each of CA Metals, irma, M

authorizing the execution, de

<PAGE> 13

Agreement by the relevant Company and a certific

relevant Company, dated the

duly adopted and in ful

(c) a copy

the Companies approving this

by this Agreement and a certificate of the Secretary of each of the

{(b) coples of the resoluti
I

[

of the

od Metals, Pl: s and
very and perfor of

e of the secretary of the

‘losing Date, certifying that such resclutions were
force and effect;

of the resolution of the shareholders of each of
Agreement and all other transactions contemplated
Companies,

o
dated the Closing Date, certifying that such resolutions were duly adopted and

are in full force and effect;

(d) the written resignation of the officers and directors of

each of Maclecd Metals, Plastics, Trojan Trading, CA M

e Plastics Shares,

(£) t

substantially in the form cof

F-2;

form of Exhibit

¢

{e) the certificates representing th
s, the CA Metals Shares and the Firma Shares;

Master Lease Agreement for t
-1

Exhibit

als and Firma;

e MacLeod Metals Shares,

e Gardena property

’

the Wilmington Lease in the form of Exhibit

Eatoppel Certificate for the Harbor City lease in the

(1) the Indemnity Agreement in the form of Exhibit F-4;

{7) the Employment Agreement for Ian MacLeod in the form of

Exhibit H;

(k) ti Non-competition Agreements from each of Tan MacLeod

Marilyn MacLeod in t

(1)
A 7
referred to in Article VIII;

required to be
prior to the Clc
connecticn herewit

various certificates, instr

{m) all other documents, certificates, instrumen
livered by any of the Companies cor the Company Shareho
pursuant tec this Agr

form of Exhibit G;

ents and docume

and

s or writings
lders or

ment, or otherwise requ

3.3 Deliveries at the Closing by Parent and Merger Sub.

{a) At
Company Shareholders the fo

Closing, Parent and Merger Sub shall deliver to the

5/31/2012 7:47 AM
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(1) the Notes:;

(ii}) a copy of the resclutions of the Board of
Directors of each of Parent and Merger Sub authorizing the execution, delivery
and performance by the relevant Company and a certificate of the Secretary of
the relevant Company dated the Clo ; that such resolutions
Ly adopted and are in full force and ef

were d

a Stock Pledge Agreement in the form of Exhibit

C=5;
_.6_.
<PAGE> 14
(iv) All decuments reasonably required by First

American for Merger Sub's or its designee's title

(v) the Employment Agreement for Tan MacLeod in the

form of Exhibit H:;

(vi) the various certificates, instruments and
documents referred to 1n Article IX; and

(vii) a copy of the rescluticn of the shareholders of
each of Merger Sub and Parent approving the Merger and the MacLeod Purchases, as
the case may be, and this Agreement and a certificate of the Secr ry or
Assistant Secretary of each of Merger Sub and Parent, dated the Closing Date,
fying that such resolutions were duly adopted and are in full force and

{b) At the Clesing, the Parent shall deliver to First American

the following:

(1) wire transfer of the amount of the Parent Loan
for the South Gate Purchase on behalf of Purchase Sub, plus £900 of closing
costs;

ii) wire transfer for $500,000 the cash payment
for the CA Metals Shares, the Firma Shares, the Macleod Metals Shares and the
Plastics Shares:;

{111) the Purchase Note; and

(iv) all other documents set forth in the Escrow

{c) At the Closing, Parent shall deliver to the Escrow Agent
(i} a certificate for Seven-Hundred Twenty Five
Thousand (725,000) Shares of Parent Common Stock; and

(ii) the Warrants determined to have a value for all
tax and accounting purposes of $125,000.

3.4 Deliveries at the Closing by the Trust. At the Closing, the Trust
shall deliver to First American the following:

(1) A wire transfer for $276,364.29, representing the
- it :

difference between the Tokail Tien and $1,000,900, with adjustments for closing

(i1} all other documents set forth in the Escrow

ARTICLE IV

REPRESENTATIONS AND WARRANTIES
OF THE PARENT, MERGER SUB AND PURCHASE SUB

As a material inducement to each of the Companies, the Company
Shareholders and the Trust to enter into this Agreement and to consummate the
transactions contemplated hereby, Parent makes the following representations and
warranties to the Company and the Company Shareholders.

5/31/2012 7:47 AM
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4.1 Corporate Status. Parent is a corporation duly organized, validly
existing and in good standing under the laws of the State of Delaware. Merger
Sub 1s a corperation duly organized, wvalidly existing and in q“Od standing under
the laws of the State of California. Purchase Sub 1s a corporation duly
organized, vali
Ari

ting and in good Sfandlng under the laws of the state of
h S

Sub and Purchase Sub are wholly-owned subsidiaries of Parent.

4.2 Corporate Power and Authority. Each of Parent, Merger Sub and
Purchase Sub has the corporate power and authority to execute and deliver this
Agreement, to perform its respective obligations hereunder and to consummate the
transactions coentemplated hereby. Bach of Parent, Merger Sub and Purchase Sub
has taken all action necessary to authorize its execution and delis very of this
Agreement, the performance of its respective obligations hereunder and the
conswmmation of the transactions contemplated hereby. The execution and delivery
of this Agreement by Parent, Merger Sub, and Purchase Sub, the performance by
them of their respective obligations hereunder and the consummation by them of
the transactions contemplated by this Agreement will not (1) contravene any
or Bylaws of Parent, Merger Sub, or

provision of the Articles
Purchase Sub (ii) viclate in any material re%pect with any law,
statute, ordinance, rule, cree, writ, junction, judgment or order
of any Governmental Authority or any arbltratl n which is either applicable to,
binding upon, or “nforceable agalinst either Parent, Merger Sub, or Purchase Sub
(iLl) conflict with, result in breach of, or constitute, default {(or any event
hich would, with the pdg sage of time or the giving of notice or both,
constitute default) under, or give rise to 1

Juu

h
o
au

o
a right to termﬂnafe, amend, modify,
or accelerate any contract led as an exhibit to any of the SEC Documents (as
defined below); (iv) result in or regquire the creation or 1Wpu%1ftjn of any Lien
upon or with respect to any property or assets of Parent, Merger Sub or Purchase
Sub or {(v) require the consent, approval, authorization or permit of, or filing
with or netification to, any Governmental Authori any court or tribunal or
any other Person, except for the lifornia Secre of State.

4.3 Enforceability. This Agreement has been duly executed and deiiw
ch of Parent, Merger Sub and Pu”chase Sub and constitutes a legal, valid
inding obligation of each of Parent, Merger Sub and Purchas
ceable against each of Parent, Merger Sub and Purchase Sub
its terms, except as the same may be limited by applicable bankruptcy,
vency, reorganization, moratorium or similar laws affecting the enforcement
i s' rights generally and general equitable principles regardl
ther such enforceability is considered in a proceeding at law or in equity.

2

accordance

4.4 SEC Documents; Parent Financial Statements. Parent has

the Company with a true and complete copy of all of its Forms 10-K, 10-Q, 8-K
filed with the Securities and Exchange Commrission (the "SEC") since December 31,
1995 (the "SEC Documents"). As of thelr respective filing dates, the SEC

Documents complied in all material respects with the requirements of the
Exchange Act and none of the SEC Documents contained any untrue statement of
material fact or omitted to state a mat al fact reg to be stated therein
or necessary to make the statements made therein, in of the circumstances
which they were made, not misleading, ept to the extent corrected by a
do cument subsequently filed with the SEC. The LLnancial statements of Parent,
ncluding the notes thereto, included in the SEC Documents comply as to form in

ali

_8_
with the publis
been prepared in
istently applied

cts with applicable accounting require
ations of the SEC with respect thereto,
with generally accepted accounting principl

may be indicatec the notes thereto) and nt fairly the
‘inancial position of Parent at the dates t eof and of its
cash flows for the perlods the ject, 1in the case of

to normal audit adj*"W@nts).

tion. At the date of this Agreement, there is no suit,
claim, arbitration or investigation pending, or to the
threatened, against Parent Merger Sub, or Purchase Sub

ntoy
i ny manner challenges or seeks to prevent, and join, alter, or material
delay the transacticns contemplated by this Agresment.

val of any third
Purchases, the
>d by this

4.6 Third Party Consents. There is no consent or
) neﬂe@vdfy in order to affect the Merger, the MacL
chase or any other of the transactions contem

or (b) which if not cbtained would cause any of

‘“UfD

arent, Merger
hase Sub to breach any contract listed as an exhi to the SEC
r give the third party any right of action against any of Parent,

150f72 5/31/2012 7:47 AM
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Merger Sub or Purchase 3Su except for the approval of the Merger by the
California Secretary of u‘dte.

curities Documents
the CA Metal

4.7 Investment Intent Accredited Investor Status; Se

Parent is acguiring the Macleod Metals Shares, the Plastics S
Shares and the Firma Shares hereunder for its own account, not a
agent, for investment and not with & view to, or for the sale in cconnecti
with, any distribution of any such shares, except in compliance with appl
state and federal securities laws. Parent does not have any contract,
undertaking, agreement or arrangement with any person to sell, Lranﬂfgf, or
grant participation to such person or to any of such shares acquired. Parent is
an "accredited investor" within the meaning of our Regulation D promulgated
the Securities Act. Parent acknowledges that the MacLeod Metal Shares,
1c Shares, CA Metal Shares and Firma Shares have not been 71 sred under
he Securities Act and understand that such shares must be held in i
unless they are subsequently registered under the Securities Act or such sale as

rmitted pursuant to an available exemption from such registration requirement.

s a nominee or
cn
icable

ARTICLE V

REPRESENTATIONS AND WARRANTIES OF
THE COMPANY SHAREHOLDERS

nduce J
greement and to consummate the transactions contemplated
o

ment to each of the Parent, Merger Sub and Purchase
e n
reholders, jointly and severally, make the

TT
-+
@]
0]
=)
=

r pany Shar Ja
following representations and warranties to the Parent, Merger Sub and Purchase
Sub:
5.1 Co Status ch of the Companies is a corporation duly
e nized, validly existing a“d in good standing under the laws of the State of
C ia and has the requisite power and authority to own or lease its
es and to carry on its business as now being conducted. Each of the

Qo

ig legally qualified to transact business as a foreign corpcration in
1 jurlsdlcflan where the nature of its properties and the condu of

business requires such qualification (all of which jurisdictions are 1
Schedule 5.1) and is in geod standing in each of the ‘Jurisdictions in wl
e

ig so gualified.
; 7

i od b
ere is no pending or threatened proceedi:
dissoluti i

solvency or rehabilitation of any of the Companies.
__9__
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5.2 Power and Authority. Each of the Companies and the Company
Shareholders have the power and authority to execute and deliver this Agreement,
to perform its respective obligations hereunder and to consummate the
transactions contemplated hereby. Each of the Companies has taken all
cessary to authorize the cution and delivery of this Agreem
performance of its respsective obligations hereunder and the consummation
transacticons ceontemplated hereby. Each of the Companises' Board of Directors has
unanimously approved this Agreement and the transactions contemplated hereby.

5.3 Enforceability. This Agreement has b@en dul X uted and delivered
by each of the Companies and the Company Shareho es the legal,
valid and binding obligation of each of them, A'fq rceable jains Them
accordance with its terms, except as the same may be limited by applicable

tori

bankruptcy, insolvency, reorganization, mors n or gsimilar laws aff
enforcement of creditors' rights generally and general equitable princip
regardless of whether such enforceability is conng ered in a proceeding at law

or in equity.

5.4 Capitalization. Schedule 5.4 sets forth, with respect to each of
the Companies, (a) the nunber of authcorized shares of each class of its capitasl
stock, (b) the number of issued and outst ing shares cof each class of
capital stock; (c) the number of shares of each class of its capital stock and
{d) the number of shares of each class of its capital stock which are held in
treasury. ALl of the is 1

O,

&

[

ued a‘d outstanding shares of capital stock of each of

the Companies (a) dtlv authorized and validly issued and are fully

pald and non-assesss
federal securi

ere issued in compliance with all applicable state
‘d ( were not lssued 1
fi

violation of a

a
o 6empt ve rights f rut refusal. No preemptive rights or ri
first Lefusal exist ect to the shares of capital stock of any

Companies, and no such rights arise by virtue of or in connection with the
tran%actlpn% contemplated h, eby. There are no outstanding or authorized rights,
warrants, convertible securities, subscription rights, conversion

xchange rights or other agreements, understandings, letters of intent

5/31/2012 7:47 AM
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or commitments of any kind (whether written or oral) that could require any of
the Companies igsue or sell any shares of its capital stock (or securities
convertible into or eXChaigeable for shares of its capital stock). There are no
outstanding st appreciation, phantom st rofit participation or other

=
.

o
any of the Cumpa“ies.

gimilar rights with res
voting rights or other
or transfer of the capital [}
ig obligated to regi
Companies 1is obli(
shares of capital

iere are no proxies,
th respect to the xotlng
E any of the @onpam; ne of the Companies
nding capital stock. None of the

or otherwise acguire any of its outstanding
esult of the Merger, Parent will be the record
and beneficial own tstandi nq capital stock of Trojan Trading and
rights to acguire ¢ k of T jan Trading. As a result of the MaclLeod

rchauws, Parent waJ be the rec o"d and beneficial owner of all outstanding
caplital stock of MacLeod Metals, Plastics, CA Metals and Firma and rights to
acquire capital stock of MacLeod Metals, Plastics, CA Metals and Firma.

-

D

any eholders are the
ital stock of each of the
es as is Set forth on

5. ders of th
%olderv of all is tate
o*pan ies, and the Cumpany Share
chedule 5.5, free and cle of
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6 No Violation. Except as set forth on Schedule 5.6
ry of this Agreement by the Companies and the Company
by them of their respective obligations hereunder and the
ion by them of the transactions contemplated by this Agreement will not
ravene any provision of the articles of incorporation or bylaws of any
1 , {(1i1) wviclate or conflict with, in any material respect, any
tute, ordinance, rule, regulatlon, decree, writ, injunction, Jjudgment or

any Governmental Authority or of any arbitr tan award which is not
fically provided for in other Sections of this Article V and which is
applicable to, binding upen or enforceable against any of the Companies
Company Shareholder%, (iii) conflict with, result in any breach of, or
itute, a default (or an
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event which would, with the passage of time or the giving of notice or both,
constitute a default) nder, or give rise to a right to terminate, amend,
modify, abandon or acc,*wrafe, any Contract which is applicable to, binding upon
or enforceable against any of the Companies cr the Company bhare“oners; (1+v)
result in or require the creation or imposition of any Lien upon or with respect
to any of the property or assets of any of the Companiss; or (v) require the
consent, approval, authorization or permit of, or filing with or notification to
in the termination of any ccnsent, approval, authorization or permit
any Governmental Authority, any court or tribunal or any other

5.7 Records of the coples of the respective articles of
oration and bylaws of shich were provided to Parent are
accurate and complsete sndments made through the date of
Agreement. The minute books for the Companies provided to Parent for review
correct and complete. Such minute books contain the true signatures of the
=rsons purporting to have signed them, and such minute books contain an

curate record of all corporate actlons of the shareholders and directors (and
any cormmittees thereof) of such Company taken by written consent or at a meeti
since incorporation. All material corporate actions taken by the Companies have
been dﬁly authorized or ratified. accounts, bocks, ledgers and cfficial an
other rec
completed all material respects, and there are no material inaccuracies or
discrepancies of any kind contained therein. The stock ledgers of each of the
Companies, as previously provide -, contain accurate and complete
records of all issuances, L;ausfers and cancellations of shares of the i

B
stock of each of t Companies.

[

1COTP!

0]

1C

st b
H

Ins
=

o C
©

"

W g
0 @ =

J

da of the Companies have been fully, preoperly and accurately kept and
ir

H

. Subsidiaries. No of the Companies owns irec indirect
5.8 Subsidiaries. None of the Companies owns, directly or indirectly,
any outstanding voting securities of or other interests in, or control, any

other corporation, partnership, joint venture or other business entity.

5.9 Financial Statements. Set forth on Schedule 5.9 are (1) the audited
nsclidated balance she of the Companies as of June 30, 1996 and 30,
95 and the related audited consolidated statements of income and cash flow for
he twelve-month periods ended June 30, 1994, June 30, 1995 and June 30, 1996 of
the Companies, (collectively, the "Financial Statements he audited
consolidated balance sheet of the Companies dated asz of June 30,
in the Financial Statements is referred to herein as the "”Nrrﬂnt
" The Finans irly present the consolidated fi

ot

"‘ Th
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position of the Companies at each of the balance sheet dates and the results of
operations and cash flows for the periods covered thereby, are correct in all
material respects and have been prepared in accordance with GAAP consistently
applied throughout the periods indicated. The books and records of the Companies
ully and fairly reflect their respective transactions, properties, assets and
There are no material special
expense during the periods covered by the Financi
sheets included in the Financial Statements do fef ct any writeup or
revaluation increasing the book value of ets, e ept as specifically
sed in the notes thereto. The Financ atements reflect Jjust
necessary for a falr presentation of the fin 1al information containe

or non-recurring items of income or

%
u
9]
i
@]

5.10 Changes Since the Current Balance Sheet Date. Except as disclosed
in Schedule 5.10, since the date of the Current Balance Sheet, none of the
Companies has: (1) issued any. capi”ﬁl stock or other securities, options or

£ or

warrants; (ii) made any distribution o with respect to its capital stock or
other securities or purchased or ed eemed any of its securiti (iii) paid any

d
at of compensation of any of its icers or
ed any other terms of employment of such persons:
red any of its properties or assets than in
iness consistent with past practice; (v) ny
amendment or changes articles of incorporation or bylaws; (vi) made or
obligated itself to make pital expenditures, either individually or in the
aggregutv in excess of $10,000; (vii) made any

s
bornus to or increased the r
salaried employees or amend
1d, leasgsed or traz
the ordinary course

iV) S

E:
Q
B

_.11_

N
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Dayment in respect of its liabilities cother th nary course of
susiness consistent with past practice and not in excess of $10,000; i1
incurred any cbligations or liabilities luding any indebtedness

o

-

(

an in the ordi
3

guarantees) or @ntervu into any transaction or series of transactio
in g ix) suffered any theft, damage,

regate;
-

excess of $10,000 in the agg (
n covered by insurance and for

Jestruction or casualty

claim was file
r

no

, £ ¥
of $10,000 in the aggregate; (x)

d "
losses
rom

tracrdinary 1wether or not co by insurance); {

anceled, comp )Nlded or released any rights (including any w or other
@cnpyomiv* of any account receivable) having a value in excess 000 in the
aggregate; (xii) made or adopted any change in its accounting p: tice or
901101 as; (X ii) made any adjustment to its books and records an in

espect of the conduct of its business activities in the ordinary course

consistent with past practice; (xiv) entered into any transaction with any

Affiliate other than intercompany transactions in the ordinary course of
business consistent with past practice; (xzv) entered into any employment

agreement; (xvi) terminated, amended or modified any agreement invelving an
amount in excess of £10,000; (xvii) had any labor trouble or any claims of
wrongf 1 labor practice or action; (xviii) been

discharge or other unlawfu
served or noticed or threatened with the
proceeding; (xix) had any security er
assets other than in the ordinary course of business consistent with past
practice; (xx) delavyed paying any account payable which is due and payable
except to the thent being contested in good faith and except in the ordinary
course of its business; (xxi) made or pledged any charitable contribution;
{(xx11) entered into any other transaction or been subject to any event which
or may have a Material Adverse Effect on any of the uumpanies; or (xxiii) ag
to do or authorized any of the foregoing.

commencement of any lawsuit or
st or other Lien imposed on any of its

5.11 Liabilities of the Companies; Net Worth. Except as set forth on
Schedule 5.11, none of the Companies has any liability, indebtedness,
obligation, expense, claim, deficiency, guaranty or endorsement of any type, in
>xcess of $10,000 individually or the aggregate, whether accrued, absolute,

contingent, matured, unmatured cor other (whether or not reguired to be reflected
financial statements in accordance with GAAP), which individually or in the
aggregate, (i) has not sen reflected in the Current RBalance Sheet, or (ii) has
not arisen in the ordinary course of the Company's business consistent with past
practice since the date of Lhe Current Balance Sheet. The Net Worth of Companies
as set forth on the Current Balance Sheet is greater than $£3,500,000 and on the
Closing Date, the Net Worth of the Companies, determined in a manner consisten
Current Balance Sheet (except that inventory will be valued in
ce with ~tion 5.29) will be at ast $3,500,000.

5.12 Litigation. Except as set forth on Schedule 5.12, there
t, o

action, suit, or other legal or administrative proceeding, governmental
termination or governmental investigation pending cor threatened, anticij
contemplate g

g

respective properties or assets or the Company Shareholders, or whi

>d against, by or affecting any of the Companies or any of I
c
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the validity or enforceability of t

contemplated hereby, or any of the
by any of the Companies, and there
are no outstanding orders, decrees
ty in any proceeding to whic

have not been complied with 1
obligations on any of the

5.13 Environmental Matters

~

{a) C

hitp://www.sec.gov/Archives/edgar/data/795665/0000891618-97-000058 txt

hig Agreement or any of the transactions
rights, licenses, permits or privileges held
iz no basis for any of the foregoing. There
or ipulations issued by any Gove tal

h any of the Companies is or was a

n full or which continue to impose

Corp

. Except as set forth on Schedule 5.1

. No Contamination for which of

‘ontamination e! any
Companies alleged to be liable, is present at any Company Faci or
any other perty. No below ground tank, sump, pipes, or drains which have
contained Regulated Substances have at any time been present on any Company
Facility, other than those tanks, sumps, pipes and drains which have not caused
Contamination and which are removed prior te the Closing in accordance with
applicable Environmental Regquirements. Neither the Companies, nor any agent,
—_ 72__

<PAGE> 20
employee, contractor or other person for whom ¢ of the Companies is
liable has caused or contributed to Contamination, nor released or discha
{as such terms are defined in applicable Environmental Laws) any Regulated
Substance on or into any real property, or the soil, groundwater, surface water,
or armbient air thereof. None of the Companies has allowed or arranged for, by

eement or otherwise, and is not otherwise aware that any Regulated Substance

ed, discarded, discharged, or disposed of by the Companies, or for which

is Contaminated.

(b) Compliance Wi

e Companies are conducting their
511 Environmental Requirements, and

e other business, operations, an
mplied at all times, with all Env
Companies has liability for any fin
any Environmental Reguirement. With
each of the Co mpdnles has fully res
rovided all notices, and has filed

.“V]"Ohﬁehfa* .rement and has n
conc rﬁlng discharges o
or the groundwater, surfac

Pew
releases

or

property

report

o) Permits. Set
Companies' Environmental
to Parent. All Environment
Activity of any of th
ompany Facility,
Companies are described in
in full force and effect and
Closing. Each of the

sald Permits,
1 cable

11
provided
nvironmental
current C

the

of the

ol

LTJ “O

Sche

are sh

)

Companies has
except for violations
Governmental Authori
Environmental Permi
n any Environmental Permit
Companies' request for such
on Schedule 5.13 shall
re-rec or

result i
i

survive t

igtration, assigrment.

()
have

Environmental

penditures which been tirel

panies are otherwise legally responsible,

g or record keeping obligati

or otherwise

has been delivered to any sitse

th Environmental Laws and Agreements. All of

nvironmental Activities in compliance with

the Companies, the Company Facilities, and

agsets of the Companies comply, and have
vircnmental Requirements. Neone of the

e, penalty, or forfeiture for viclation of
out limiting the generality of the foregoing,
ponded to any information reguests, has

all vorts and ma“]fe>TS required by any

ot violated Environmental Requirements
f Regulated Substances in or onto any real
e water, or amblent air thereof,
on.

any

or an

forth on

Permits,
al Permits

Schedule complete list
true and ete copies have
required for the conduct
e Companies, the ownership and/or use of
for the conduct of the business of any
dule 5.13 and all ch Governmental Permits
all continue in effect immediately after the
complied with all covenants and conditions of
which n cured to the satisfaction of
ties. or circumstance exists which
t t revoked or medified, or which could
ng renewed promptly roii owing any of
A1l Environmental { described
without modificati

5.13 is
ompl

of

Su

have Dbee
No fact

on,

As of for

against

Improvements.
Yy L€

the Closing, except

cn the Current Balance

srved

Sheet, no expenditure is required to be made by any of the (ow@a\4es to conduct

any Environmental Activity to respond to any Contamination, to cbtain any

Environmental Permit, to continue any Environmental Permit (except for amounts

not yet reguired to be paid), to fulfill any Environmental Requirement, or to

institute any employee health and safety or Contamination prevention business

practice commonly emploved by similar businesses in the scrap metal industry.
{(e) Environmental Liabilities. Except as set forth on

5.13 no administrative, ‘Jjudicial, cuasi-judicial, or criminal investiga

non-compliance order, warning letter, notice of violat;on, governmental

party claim, suit, action, proceeding, administrative action, writ, inj

or judgwenf is pending or threatene
relating to Contamination, any Envi

any Company Facility, or any other

d against any of the
vity

ronmental Acti any Environ
asget of any of the Companies,
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unfavorable ruling or finding could
Companies or which would impose
or Merger Sub after t

he Closing. Non
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Material Adverse Effect
labLLity on any of the Companies or Parent
has received notice

on any of the

omp anies

iz not otherwise aware that it is a 6SpOﬂSible party," a "discharger" or a
"potentially Qngwglhlw party” Contamination of any real property. No fact
or clrcumstance exists which will involve any of the Companies in any action,
proceeding, or investigation commenced by any Governm al Authority with
_13_
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espect to any Regulated Substance or Envircnmental Requirement or which will
impose upon any of the Companies any environmental liability which is not fully

ainst in

reserved ag

Reports. All
evaluations,
1wamir
T any En
Companies or any of
Companies or which

vironmental

thelr assets,
of

any

the

similar
of which
(A) the 1
the

licens
party (copies
setting forth )
of the Leases, (B

23 Oor

Leases vbt
forth
no party

occurred

and

5.14 (b)
is in default
with the passage of
breach of or
breach or anticipated breach by

thereto
which,
cause a material

forth on Schedule 5.14(b), with

W

the Financial Sta

environmental, health
sampling reports and
tion of the Company

and
the Compani

agreements

have previcusly been fur
e and lessee thereof
1

in the
or breach

defaul

tements.

and safety audits
other reports prepared
Facilities, or property in the
Requirement applicable to dny of the

1 Activity of any of the

Environmental
is aware are 1 ed on Schedule 5.13.

~

any

ies list

Companies owns any real property or any

b) sets forth a list of all real property,
ases") to which any of the Companies
nished to Parent), in each
and the date and term
address of each property
(including size and function)
ings fnereon the "Leased Premises").
and have not amended except
copy of the lease delivered to
such Lease. No event
time or the giving of notice or both,
t under any of such Leases. There is
varty to such ses. Except
each Premises:

of

of

The

Company has valid leas
the sed Premises,
interests are free and c
covenants and easements or
any nature whatsoever;

in Lea

of

title

The
Leased Premises
the

order
Ovwned Property

of t

i@ pbuildings located on the
are used in the
evant Company each

adequate for the use
in the manner in

portions

business of are in

and

coa

Q

g working
of such
which prese

ntly used;

direct
public

sach of the
access to pu
roads by mea
such access being sufficient
current reasonably
anticipated normal transportation
requirements of the relevant Company'
i as presently conducted at such
is served by all utili

A quality ars
satisfy the current normal
vities as conducted at
ch utilities are separately

Leased Premises (a
blic roads ol
e of

easement to

, S
satisfy the and
+ad

u

as

sufficient to
siness acti
and su

such
parcel
marked;

none
{a) an

of the Compa s has received n
v condemnation proceeding,
administrative action with respect
portion of the Leased Premises or
thereto, and no such proceeding is
contemrplated by any Governmental Authority;
(b} any special assessment which may

r‘m
+ -
(o]

or
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affect any of the Leased Premises, and, to
the best of the Company Shareholders
knowledge, no such special assessment is
contemplated by any Governmental Authority;

_14_

(5 all Leased Premises have received all
approvals, consents, permits and licenses of
Governmental Authorities regquired to be
obtained by any of the Companies as lessees
{including licenses and permits) required
for the operations of the Companies, as
lessee of the various Leased Premises or
operation thereof and have besn cpsrated a
maintained in accordance with applicable
laws, ordinances, rules and regulations;

(6) all improvements and buildings on the Leased
Premises are in good ir and are safe for

nd use, are good working order
dequate for the use of such Leased
Premises in the manner in which presently
used; and

(7) there are no service Fohtfdpt?, operating or
management agreements or similar agreements

as

which affect the parcels of ed Premises,
except as set forth on Schedule 5.14(a).

5.15 Good Title to and Condition of Assets.
Except as set forth on Schedule 5.15, each of the

le title to all of its Assets, free and cl
s or re ': i on use.

[

Companies ear o

any Li

{b) The Fixed Assets, taken as a whole, currently in use or
necessary he business and op@raLLans of the Companies as presently
conducted in good op n iitable for continued use in the

s
erating condition and
e 5.15 lists the vehicles owned, leased or used by

manner currently used.
he Companies, setting
vehicle identification

e make, model, description of body and chassis,

and year of manufacture, and for sach vehicle,
whether it is owned or and if owned, the name of any lienholder and the
amount of the Lien, and if leased, 1e name of the lessor and the general terms
of the lease, and, whether owned or leased, 1f it is used to transport,
transfer, handle, dispose or haul Regulated Substances.

5.16 Compliance with

(a) Each of the is and has been in compliance with

laws, regulations and orders ap bllbdble to it, its business and operations
I i} I-

onducted by it now and in the past), the Assets, the Owned Properties and

o
e
uw

he Leased Premises and any other properties and assets (in each case owned or
sed by it now or in the past) except for non-compliance which has been
ompletely remedied to the af faction of the Governmental Authority and

v

lolation@ which will not matellally interfere with the continued conduct of the

business as presently conducted nor impc any fixed penalty, on the Company
ex ding in the aggregate $£5,000. Except as set forth on Schedule 5.16, none of
th mpanies has been cited, fined or otherwise notified of any asserted past

ent failure to comply with any laws, regulations or orders and no

E Y
ding with respect to any such viclation is pending or threatened.

(b Jone of the Companies has made any payment of funds in
{

connection with their business which is prohibited by law, and no funds have

been set aside to be used in connection with their business for any payment
prohibited by law.

of the Companies is and at all times has been in full
and provisions of the Immnigrstion Reform and Control
he "Immigration Act™). With respect to each Employee

4

compliance with the
Act of 1986, as arn

{as defined in 8 C. 2.1 (f)) of each of the Companies for whom compliance
with the Immigration s employer is required, each of the Companies has on
file a true, accurate and complete

15—
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copy of (1) each Employee's Form I-9 (Employment Eligibility Verification Form)
and (ii) all other records, docunents or other papers prepared, procured JH“/CL
retained by the Companies puro‘ant to the Immigration Act. None of the Companies
has been cited, fined, served with a Notice of Intent to Fine or with a LLd
sist Order, nor ha ction or administrative proceeding been in
or threatened against it, by the Immigration and Naturalization Service b
reason of any v alleged failure to comply with the Immigration Ac

tiated

5 any a

it
Vv

{d) None of the Companies is subject to any Contract, decre
or injunction which restricts the continued cperation of any business or the
expansion thereof at any Company Facility or into cother geographical areas,

ustomers and suppliers or lines of business.

Q

5.17 Labor and Employment Matters. Schedule 5.17 sets forth the name,
address, social security number and current rate of compensaticn of each of the
employees of each of the Companies. None of the Companies is a party to or bound
by any collective bargaining agreement or any other agreemsnt with a labor
union, and there been no effort by any labor union during the 60 months
ricor to the date hereof to organize any employees of the Company or any of its
ubsidiaries into one or more ccllective bargaining units. There is no pending
or, to the knowledge of ny Shareholders, threa oned labor dispute
strike or work stoppage which affects or which may affect the business of any of
the Companies which may interfere with its continued operations. None of the
Companies has within the last 60 months committed any unfair labor practice as
defined in the Natiocnal Labor Relations Act, asz amended, and there iz no pending
or, to the knowledge of the Company Shareholders, threatened charge or complaint
against any of the Companies by or with the National Labor Relations Board or
any representative thereof. There has sn ne strike, walkout or work stoppage
involving any of the employvees of any of the Companies during the 60 months
prior to the date hereof. The Company Shareholders are not aware that any

r
n

UND

]

executive or key employee or group of employees has any plans to terminate his,
her or their employment with any of the Companies as a result of this Agreement
or otherwise. Schedule 5.17 contains detailed information about each co“tract,
agreement or plan of the following nature, whether formal or informal,

whether or not in to which the Companies is a party or under wl
has or may have an obligation: (i) employment agreements, (il) employes
handbooks, policy statements and similar plans, {(ii1il) noncompetition agreements,
and (iv) consulting agreements. Each of the Companies has complLed WLLH

oyment, civil

applicable laws, rul and regulations relating to empl
i s )

ecqual employment oppo r,Jnltle , including but not limited to, the Civi
Act of 1964, and the Fa Labor Standards Act.

5.18 Employee Benefit Plans.

(& ee Benefit Plans. Schedule 5.18 contains a complete
ccurate list setti: forth each employee benefit plan or arrangement or
covering an or former employee of any of the Companies or any

which 1is (or relevant time
worporations” with " common
service group" with, any ﬂf the Companies as
or (o) of the Code (an "ERISA Affiliate™),
Companies or any ERISA Affiliate maintains , or has, or may
have, any liability, of any of the Companies, including but not limited to
ension benefit plans, as defined in Section 32 (1) of the Employee

"controlled group of
enber of an affiliated
ion 414 (b)y, (<), ({(m)
o which any of the

employee pe
etirement Income Security Act of 1974, as amended ("ERISA"™), multiemployer

=

coples of Wh*ph, 1u\Jud1nq any amendments

plans, as defined in Section 3(37) of ERISA, employee welfare benefit plans, as
defined in Section 3(1) of ERISA, deferred compern 1 plans, stock option
plans, bonus plans, stock purchase plans, hospitalization, disability and other
insurance plans, severance or termination pay plans and policies, whether or not
described in Sehtion 3(3) of ERISA ("Employee Benefit Plans") (true and c

o

r employee communications "eAati

thereto, on Form 0 and 7
plan descriptions with respect thereto, » nished to Parent)
_16_
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{(b) Compliance with Law. With respect to each Emrployee Benefit
Plan: (i) each hasg been administered in all material respects in C,mpl*ance with
its ter all applicable laws, including, but not limited to, a
Int e Code of 1986, as amended (the "Code™); (11) no acti
r disputes are pending, or threatened; (iii) no audits
aqu ;, proceedings, claims, or demands are pending with any
governmental or regulatory agency; (iv) there are no facts whic cou]d give rise

to any material liability in the event of any such investigation, claim, action,
Suit, audif, review, or other proceeding; (v) all material reports, returns, and

with any governmental agency or

-~
<
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any plan Partiﬁ*pant have been duly or timely filed or
d (vi) no "prohibited transaction” has occurred within the
applicable provisions of ERISA or the Code.

Plans. With respect to each Employee Benefit
Plan intended to qualify under Code Section 401 (a) or 403 {(a): (i) the Internal
Revenue Service has issued a favorable determination letter, true and correct
coples of which have be i shed to Parent, that such plans are qualified
exempt from federal income taxes; (1i) no such determination letter has been
reveoked nor has revocation been threatened, nor has any amendment or other

o
action or omission cccurred with r any such plan since the date of its
most recent determlnation letter or application therefor in any re%pehf which
would adversely affect its gualification or materially increase its costs; (i1ii)
no such plan has been amended in a manner that would require security to be
provided in accordance with Section 401 (a) (29) of the Code; (iv) no reportable
event {within the meaning of Section 4043 of E

ISA) has occurred, other than one

for which the 30-day notice reguirement has been walved; (v) as of the Closing
date, the present value of all liabilities that would be "benefit liabilities"
under Section 4001 (a) (16) of ERISA 1f benefits described in Code Section

401 () (6) (B) were included will not exceed then current falr market value of the
sgets of such pla

5 n (determined using the actuar
most recent actuarial valuation for such
Schedule 5.18, all contributions to, and

al assumptions used for the
;o {vi) cept asg disclosed on
from and with respect to such

[

plans, which may have been reguired to be made in accordance with such plans
and, when applicable, Section 302 of ERISA or Section 412 of the Code, have been
timely made; (vii) all such contributions to the plans, and all payments und

the plans (except those to be made from a trust qualified under Section 401 (a)
of the Cecde) and all payments with respect teo the plans (including, without
limitation, PBGC and insurance premiums) for any period ending before the
Closing Date that are not yet, but will be, uired to be made are properly

accrued and reflected on the Current Balance Sheet or sclosed on Schedule
5.18.

(d) Multiemployer Plans. With respect to
(

ol ection 4001 (a) (3) of ERISA ("MPPA Plar

[ofe) ! to be made with respect to employees of the Companies
have been tlmely ”~Ld {ii) the Companies have not incurred or are not expected
to incur, directly or indirectly, any withdrawal liabilicy under ERISA wit
respect to any such plan (whether by reason of the transactions contenplated by
the Agreement or otherwise); (iii) Schedule 5.18 sets f@rth (A) the withdrawal
liability under ERISA to each MPPA Plan, (B} the date as of which such amount

) the method for determining the withdrawal liab

was calculated, and (C) ility; and
(iv) no such plan is (or is expected tec be) insolvent or in recrganization and
no accumulated funding deficiency (as defined in Section 302 of ERISA and
Section 412 of the Code), whether or not waived, exists or is expected to exist
with respect to any such plan.

re Plans. Other than as disclosed in Schedule 5.18,
( of » panies is obligated under any employee wel bene
as described in Section 3(1) of ERISA ("Welfare Plan™), whether or not disclosed
in Schedule 5.18, to provide medical, death or other benefits with respect to
any employee or former employee of any of the Companies or their prgdece
after termination of employment; (ii) the Companies have complied with the
notice and continuation coverage requirements of Section 4980B of the Code and
the regulations thereunder with ect to each Welfare Plan that is, or was
during any taxable year for mh;c statute of limitations on the assessment
of federal income taxes remains, op by cons or otherwise,

_17_

2 group h alfh plan within the meaning of Section 50“0’%3(]\ of the Code, and
(iii) there are no reserves, assets, surplus or prepald prermiums
Welfare Plan which is an Employee nefit Plan. The consummation

transacticns contemplated by this Agreemoﬁ will not entitle any individual to
severance pay, and, will not accelerate the time of payment or vesting, or
ount of compensation, due to any individual.

increase the

(f) Controlled Gro ”p Liability. Neither the Companies nor any
ERISA Affiliate: (i) has ever terminated or withdrawn from an emplovee i
plan under circumstances resulting (OL exp in 11

r

ot

cted to result)

Pension Benefit Guaranty Corporation ("PBGC"), the fund by which the emx
benefit plan is funded, or any employee or beneficilary for whose bene
ol i laims for benefits); (ii) has any

!
plan is or was maintained (ofher than routine cl
agsets Subject to (or ex to be subject to) a lien for unpaid ]
to, any employee bere*Jt plan, (iii) has failed to pay premiums to the PBGC when
(iv) 1s subject to (or expected to be subject to) an excise tax under Code
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Section 4971; (v) has engaged in any transaction which would give rise to

liability under Section 4069 or Section 4212 (c) of ERISA; or (vi) has vioclated
Code Section 4980B or Section 601 through 608 of ERISA; cor (vii) has engaged in
an bility under Section 502 of ERISA or under

y act which could give rise te 1i

Section 497 through 4980 of the Code.

{g) Other Liabilities. Except as set forth on Schedule 5.18,
(i) none of the Employee Benefit Plans obligates any of the Companies or any
ERISA Affiliate Lo pay separation, severance, termination or similar benefits
solely as a result of any transaction contemplated by this Agreement or sclely
asg a result of a "“hqnge of control"™ (as such term is defined in Section 280G of
the Code), (ii) all reguired or discretionary (in accordance with historical
practices) payments, premiums, contributions, reimbursements, or accruals for
all periods ending prior to or as of the Closing Date shall have been made or
properly accrued on the Current Balance Sheet or will be properly accrued on the

o2

bocks and records of the Company as of the Closing Date, and (iii) none of the
Frployee Benefit Plans has any unfunded liabilities which are not reflected on
the Current Balance Sheet or the books and records of the Companies.

5.19 Tax Matters. Except as set forth in Schedule 5.19 hereto: (i)
Tax Returns required to be filed prior to the date hereof with respect to t

¢ or any of their income, properties, franchises or operations
filed; (ii) each such Tax Return has been prepared in compliance with a
applicable laws and regulations, and (iii) all such Tax Returns are true and
accurate in all material respects. All Taxes due and pavable by or with respect
to the Cc mpaﬁ]@% {including for any Company on the cash basis of accounting for
a¥® purposes any Taxes that would have been due and payable had such Company
the accrual method) have been paid or accrued on the Current Balance
will be accrued on their respective books and Leccrds as of the
Plastics and CA Metals have been S corporations within the meaning of
1361 of the Code since inception. Exc @pt as set forth in Schedule 5.19
no

+441
[

(i) with respect to each taxable period of each of the Companies,
period has been audited by the relevant taxing authority; (ii) no
deficiency or proposed adjustment which has not been settled or otherwise
gsolved for any amount of Ta has been asserted or assessed by any ta
authority against any of the Companies; (iii) has

\lng

m

sented to extend the time in which any Taxes may be assessed or collected b
any taxzing authority; (iv) none of the Companies has requested or been granted
an extension of the time for filing any Tax Return; (v) there is no action,

by

suilt, taxing authority proceeding, or audit cor claim for refund now in progress,
pending or threatened against or with respect to any of the Companies regarding
Taxes; {(vi) ncne of the Companies has made an election or filed a consent under
Section 341 {(f) of the Code (or any corresponding provision of state, local or
foreign law) on or prior to the lO“an Date; (vii) there are no Liens for Taxes
{other than for current Taxes not yet due and payable) upon the assets of any of
the Companies; (viii) none of the Companies will be required (A) as a result of
a change in method of accounting for a taxable period ending on or prior to the
Cleosing or occ a result of the ClOSlng, to include any adjustn

Section 481 {c) of the Code (or any corresponding provision of state, 1¢

foreign law) & income for any taxable period {cor portion

_18_
/PAC“\ 26
beginning after the Closing or (B) as a result of any "closing
£, " as described in Section 7121 of the Code {or any corresponding

~ovision of state, local or foreign law), tco include any item of incorn or
clude any item of deduction from y taxsble period {cr portion thereof)
beginning after the Closing; {(ix) none of the Companies is a party to or bound
by any tax allocation or tax sharing agreement or has any current or potential
contractual obligation to indemnify any other Person with respect to Taxes; (x)
ng authority will claim or assess any additional Taxes against any of the

eg that would reduce the Net Worth of the Companies d»l@W’bj,JCﬂ,wOO for

“iod for which Tax Returns have been filed; (xi) none of the Compani 3

de any payments, and is or will not become obligated (under any contract

entered into on or before the Closing) to make any pavments, that will be

non—deductible under Section 280G of the Code (or any corresponding provision of
] )

]

state, local or foreign law); (xil) none of the Companies has been a

States real property holding corporation within the meaning of Section

of the Code {or any corresponding provision of state, local or foreign

during the applicable period specified in Section 897 (<) (I) (&) (ii) of od
{or any corresponding provision of state, local or foreign law); (xiii) nc claim

o o
has ever been made by a taxing authority in a jurisdiction where any of the
Companies does not file Tax Returns that the relevant Company is or may be
subject to Taxes assessed by such jurisdiction; (xiv) true, correct and complete
coples of all income and sales Tax Returns filed by or with respect to each of
the Companies for the past two years have been furnished or made availal
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Parent; and (xv) none of the Companies will be subject to any for the
period ending at the Closing for any period (including any period for which a
Tax Return has not been filed) imposed pursuant to Secticn 1374 or Section 1375

of the Code {or any corresponding provision of state, local or foreign law).

5.20 Insurance. Schedule 5.20 lists all insurance policies and fidelity
covering the abcefs, business, equioﬁent properties, operations
(the "Insurance Polici
, and all premiums due
sufficient to satisfy all

onds
employees, officers and directors of the Compani
Such Insurance Policies are in full force and ef

b

thereon have been paild. The insurance policies s

requirements of (i) any permits applicable to the businesses of any of the
Companies and (ii) any requirements of any Governmental Entity with jur]%dl tion
over any of the Companies. As of the Closing, each of the Insurance Policies
will be in full force and effect. None of the Insurance Policies will la; e or

terminate as a result of the transacticns contermplated by this Agreement. Each

of the Companies has complied with the provisions of such Insurance Policies
Schedule 5.20 contains a detailed description of each pending claim under any of

)

the Insurance Policies for an amount in exzcess of $5,000 that relates to loss or
damage to the properties, assets or businesses of any of the Companies. None of
the Companies has failed to give, in a timel 2, any notice required under
v of the Insura rights thereunder.

=t
[
o}
D
o]

5

an nce Policies to preserve

o

5.21 Receivables. All of the Receivables (as hereinafter defined) are
valid and legally binding, represent bona fide transactions and arcse in the
o

o
ordinary course of business of All of the Receivables are go
t ee

and collectible receivables at the amount shown on the Current Balance Sheet,
without setoff or counterclaims (including setoff or counterclaim based upcon
claimed deficiencies or shortages in the characteristics or the quantities of

materials delivered by any of the Companies or reccverable from material
delivered by any of the Companies), subject to the allowance for doubtful
accounts, 1f any, set forth on the Current Balance Sheet as reqsonably adjusted

ce the date of the Current Balance Sheet in the ordinary cou: I
s

s

rge of business
COH%I%f@HT with past practice. For purposes of this Agreement, the ¢
"Receilvables" means all rvvelvablec of the Companies, including al

account rece,vables arising from the provision of services or sale of
ble, and insurance pro receivable.

ventory,

notes receiva

5.22 Licenses and Permits. Each of the Companies possesses all licenses

and reguired governmental or official approvals, permits or authorizations
(Voilectlvely, the "Permits") for its businesses and operations, including the
operation of the Owned Properties and Leased Premises other than Permits, the
absence of which will not interfere with the continued conduct of business as
presently conducted and will not cause the Companies

_19_
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to owe any fine, penalty or loss exceeding $5,000, which Permits are listed on
5.22. ﬁll such Permits are valid and in full force and effect, each of
anies is compliiance with the requirements thereof, and no proceeding
is pending or threatened to revoke or a of them. None of such Permits is
or will be impaired or in any way affected by the execution and delivery of this
Agreement or the consummation of the transactions contemplated hereby.

5.23 Adeguacy of the Assets, Relationships with Customers and
Suppliers, Affiliated Transacticns. The Assets, Owned Properties and Leased
Premises and Permits LOHSthUt@ in the aggregate, all of the tangible assets
d properties necessary for concduct of the businsess of the Compani in

manner in which and to the extent to which such business is currently being

t

conducted. No current supplier to any of the Companies of items essential to the
conduct of their respective business ha“ thre afened to terminate

relationship with any of the Companies for any reason. Except as
Schedule 5.23, none of the Companies have any direct or indirect
¢ supplier or competitor of any of the Companies, or in a: r
wm or to whom the Companies leases real or personal property. Except as set

Lo +th on Schedule 5.23, no officer, director or shareholder of any of the
I I B4

Companies, nor any person related by blood or marriage to any such person, nor
any entlty in which any such person owns any beneficial interest, is a party to
any Contract or transaction with any of the Companies or has any interest in any

property used by any of the Companies.

5.24 Intellectual Property. Each of the Companies has full legal right,
title and interest in or trademarks, service marks, trade names,
copyrights, know-how, pa . secrets, licenses (including licenses for
the use of computer software Lrograms), and other intellectual property used in
the conduct of their resy a

inesses as presently conducted and as
lectual Pro ty™). The conduct of the

proposed to be conducted
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business cf the
conducted, and the unrestricted conduct
ezploitation of the Intellectual Property c
any rights held or asserted by any Pers
ntellectual Droperty. No pavments are

ntellectual Property. None of the
valid or unenforceable, the sukject
for opposition, cancellaticn, declaration,

unenforceability or misappropriation or lik

Companies as

on,
requ

e

or 138

5.25 Contracts. Schedule 5.25 sets
of the Companies i? a
are bound and whi

or prospects (the Designated Co
been provided to Parent. The cop
to Parent is & true and ﬂonpl@te
and reflect 1 there
Except as set f ladule
v of the materi or

or condition

i gnated Contract, and

is material

”

w
o3}
-

ndemnification or notice of default or ter
ntract. Except set forth on Schedule 5
onstitutes, or after notice or the
material default by any of the Companies
uch event has occurred which constitutes
by any other party. None of the Companies
Lebult; g from renegotiaticon of amor pai
As used in this Section, Designated Contract
{a) loan agreements, indentures, mortgages,
trust, conditional sale or title retention
equi pm@'f\ t obli
ab]l ty in respect of any indebtec
ters of intent or commitment letters
contra cfs or commitments obligating any of

-

QYoo

o

as
as

passage

w

o

financing gations

oxr

nes

or

wit
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the Companies to purchase or sell products
scrap metal purchase or sale contracts ente

isiness which are less than six months in
510,000 and {ii) standard contracts to purc
ordinary course of business which are less
amount to less than $10,000; {(c) leases of
property not cancelable without penalty on
calling for payment of an nual gross rent
distribution, dl»s ag sNCY O fLangh;se or

ractor's s
ments,

providing for an

respect to san

lect

party or by which thei

condit

have been fully performed and the

guaranties
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pregsently conducted and as proposed to be
and the
do

unrestricted use and
infringe
no Person is

for the conti
ual Property has
of any pending or
gement, or i

m, action or

th
es not

and

or mis
infrir
nued
ever

thr

appropriate
ging on the
use of the
been declared
tened action

ired

infr

e clal

proceeding.

for Contract to
spective properties
assets,
coples of

[}

thei
ntrac
vy of
copy of the document
to made through the date of
25, none of the Comp
ons “f any Designated Contr
ion or material modi
to be performed by an
are no claims for lr
mination under any Designated
.25, no event has hich
of time, or both, would Fo“utltute
under any Designated Contract, and
:11d constitute a default
ct to any liability or payment
1 it under any Designated Contract.
shall hcluae, without limitation,
pledges, hypothecations, deeds
t
n

ive business,
and correct

each Designated Contract

it purports
this
has

to

ranies

5.

i

material

s

agreements, securlity agreements,
;, or other sources of contingent
obligations to
”eswoft to Sam@;

h

or services, excluding (i) standard
red into in the ordinary co ]
duration and amount to less

hase goods entered into in

than six months in duration and

real pror @Lty nd leases of personal
notice of \60; days or less or
al exceeding ?1@,000; {d)

similar agreements, or agr

ervices, or letters of int

fanagemen# service agreements,

consulting agreement Clel en‘lal;ty agreements, noncompetition agreements and
any other agfeaments ing to any emplovee, OfflCQL or director of any of the
Companies; (f) licenses, assignments or transfers of trademarks, trade names,
service marks, patents, copyrights, trade secrets or know how, or other
agreements regarding proprietary rights or intellectual proo@rty; (g) any
agreement contract or commitments relatlng to pending capital expenditures by

y of the Companies; (h) any co g ntracts; (i) any agreement
contract or commitment relating to dispesition or «”quls;tLon of assets or
any interests in any business enterprise outside the ordinary course of the
Companies' businesses; and (j) other material Contracts or understandings,
irrespective of subject matter and whether or not in writing, not entered into
in the ordinary course of business by any of the Ccmpanies and not otherwise
disclosed on the Schedule

5.26 stomer Lists and Recurring Revenue. Schedule 5.26 is a true,

correct and *’mpleta list of each of the Companies' ten largest customers
("Material Customers") and suppliers since January 1, 1995 which accounted for
sa in excess of $100,000 {(excluding sales or purchases between

les or purchases

Compan ) together with the applicable per

correct and complete ¢

rs which are anticipate
! e Companies to Parent.
Material Customer's name, address, account
cycle, type of service and rates charged.

5.27 Accuracy of Information Furni

centage of total sales or

oplies of any agreements with s

d to endure beyond the Closing have
Schedule 2.26 sets forth each
mumber, term of agreement,

shed by the Companies. None of the
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repreq tations or warranties made by the Companies (as modified by the Company
Schedules), nor any statement made in any Sc he ule or certificate furnished by
any of the Companies pursuant to this Agreement, contains or will contain at the
Clesing, any untrue statement of a material fact, or omits or will cmit at the
Closing to state any material fact necessary in order to make the statements
contained herein or therein, in the light of the circumstances under which made,
t misleading. The Companies have provided Parent with true, accurate
complete copies of all documents listed or described in the various Sch

attached hereto.

5.28 Third Party Consents. Except as set forth on Schedule 5.28, there
is no consent or approval of any third party: (a) necessary in order to effect
the Merger, the Asset Sale or the Stock Zale or any of *he transactions
contemplated by this Agreement; or (b) which, 1f not obtailned, would cause any
of the Companies to breauh any existing Contract which ig applicable to,
upon, or enforceable against any of the ompqnle“ or give the third party any
right of action against any of the Companies or Parent.

5.29 Tnve‘*, 3. Al)l Assets that consist of inventory (including raw

als and wWor (a) were acquired in the ordinary course of
business consist pabt pract%ce- (b} are of a quality, quantity, and
condition useable or sal in the ordinary course of business within the
Companies's normal inventory turnover experience; and {(c) are valued at net
realizable market value as set forth in Schedule 5.29. Nene of the Companies has
material liability with respect to the return or repurchase of any goods in the

po ssession of any customer.

_21_
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5.30 Investment Intent, Accredited Investor Status; Securities
Documents. The Company Shareholders are acquiring the Parent Common Stock
hereunder for his own account, not as a nominee or agent, for investment and not
with a view to, or for the sale in connection with, any distribution of any of
the Parent Common Stock, except in Complj“nce with applicable state and federal
securities laws. The Company Shareholders do not have any contract,

dertaking, agresment or arrangement with any person to sell, transfer or grant
o) icipation to such perscn or to any third person, with respect to any of the
T mmon Stock or any Parent Common Stock acquired on conversion thereof.
T pany Shareholders have been provided, to their satisfaction, the
o rtunity to discuss the transactions contemplated hereby with Parent and has
h opportunity to obtain such information pertaining to the Parent and
Marger Sub as has been requested, including but not limited tco filings made by
Parent with the SEC under the Exchange Act. The Company Shareholdsrs are
Tac ed investors"™ within the meaning of Regulation D promulgated under the
S s Act. The Company Shareholders acknowledge that the Parent Common
S not been registered under the Securities Act and understand that the
Pa mraon Stock must be held 1ndef1nltely unless they are subsequently

irities Act h sale is permitted pursuant to an
from such registration requirement.

5.31 Business Locations. The Companies do not have any office or place
of business other than as l”eﬁtlfled on Schedules 5.14(a) and 5.14 (b) and the
Company's principal place of business and chief executive office of each of the
Companies are indicated on Schedule 5.14(a) or 5.14(b), and, all locations where
the equipment, invent ; chattel paper and books and records of each of the
Companies are located aAd fully identified on Schedules 5.14(a) and 5.14(b).

5.32 Names,; Prior chuivitions A1l names under which each of the
Companies does business as of the date hereof are vpg“ifig* on Schedule 5.32.
Except as set forth on Schedule 5.32, none of the Companies has changed its name
or used any assumed or fictitious name, or been the st FViV]ug entity in a

rger, acquired any bus ness or changed or lpal place of business or
£ ecutive office, within the past three years.

5.33 No Commissions. None of the Companies nor the Compa y Shareholders
have incurred any obligation for any finder's or broker's or agent's fees or
commissions or similar compensation in connection with the transactions
contenplated hereby.

ARTICLE VA
REPRESENTATIONS AND WARRANTIES OF TRUST

Except as set forth in Schedule 5A hereto the Trust represents and

warrants with respect to the South Gate Property as follows:
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5.1A Trust Status. The Trust is duly organized, validly existing and in
good standing under the laws of the State of California and has the i
power and authority to own its properties. There is no pending or
proceeding for the dissolution, liguidation, insclvency or rehabil:
Trust.

5.2A Power and Authori

deliver this
the transactions

execute and
consummate
hece;sary
performance of its obli
transactlon% contemplated |
this Agreement

to authorize the execution
gations

and the transactions contemplated hereby

ty. The Trust has the power and authcrity to
Agreement, to perf\rm its obligations hereunder and to
contemplated hereby. The Trust has taken all action
and delivery of this Agreement, the
he"ewnder and the consummation of the
of the Trustees of the Trust have approved

_22_
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5.3A Enforceability. This Agreement has been duly executed and
delivered by the Trust and constitutes the legal, valid and binding obligation
of the Trust, enforceable against the Trust in accordance with its terms, except
as the same may be limited by applicable WQHK"UﬁtCy, 1golvency, reorganization,
moratorium or similar laws affecting the nent reditors' rights
generally and geneLdl equitable principles regardless of whether such

nforceability is sidered in a proceeding at law or in equity.
5.4A No Violation. The execution and delivery of this Agreement by the
Trust, the performance by the Trust of its respective obligations hereunder and
the consummation by the Trust of the transactions contemplated by this Agreement
will not (i) contravene any provision of the organizaticnal documents of the
Trust, (ii) viclate or conflict with, in any material respect, any law, statute,
ordinance, rule, regulaticn, decree, writ, injunction, judgmenf or order of any
Governmental Authority or of any arbitration award which is either applicable
to, binding upon or enforce ahie against the Trust; (iii) rehul* in or require
the creation or imposition of any Lien upon or with respect to any of t South
Ga Property; or {iv) require the nsent, approval, authorization or mit
of, or filing with or notification to (or result in the terminati
consent, approval, authorization or permit issued by), any Governmental
Authority, any court or tribunal or any other Person.
5.5A Nature of South Gate Property. Schedule 5A sets forth the location
and size of, and principal improvements and buildings ({including the square
footage) on, the South Gate Property. Except as set forth on Schedule 5A:
(1) the Irusf has good and marketable title in
fee simple to the parcels of Scuth Gate
Property, free and clear of any Li h
than (x) liens for real estate taxes t
due and payable; and (v) encumbranc 1d
restrictions descr;bed in the title
insurance policies listed con Sched
all of which pelicies have been previously
delivered to Parent;
(2) there are no pending or, to of the
Trust, threatened or contempl
condemnation procesadings, suit:s
administrative actions relati South

W

Gate Prﬁpeytv or other matters affecting

adversely the current use, occupancy or
alue tJvheof

Legal Description. The lsqal descriptions

for the parcels of the South Gate PLOpOVtV
mnte ed in the deeds thereof descri

parcels fully and adeguately; the

and lmprovements are located within the

boundary lines of the described parcels of
land, are not in viclation of applicable

setback requirements,
plan provisions, zoning
{and none of the properties
izpyovemants thereon are
er no
"permi if O“fufm]“%

local comprehensive
laws and ordinances
or buildings or
subiject to

use" "permitted
classifications),
irements, permits,
forms of approval

non-
rming
code

”)

1o} or

0]

structure
requ
her

by any
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al Authority, do not violate any
e covenants or easements, and do

not encroach on any easement which may
burden the land; the land does not serve any
adjoining property for any purpose
inconsistent with the use of the land; and
the South Gate Property is not located
within any flood plain or Subject to any
similar type restriction for which any
permits or licenses necessary to the use
thereof have not been obtained;

there are no agresments or understandings,
written or oral, granting to any party or
parties the right of use or occupancy of any
portion of the parcels of the Scuth Gate
Property, except as set forth on Schedule

bA;

there are no outstanding options or rights
of first refusal to purchase the parcels of
the South Gate Property, or any porticn
thereof or interest therein;

there are no parties (other than the Trust)
in possession of the parcels of the South
Gate Property, other than tenants under any
leases dl<ﬂ10”e“ in Schedule 5A who are in

oS ion of space to which they are
ent H

all facilities located
South Gate FProperty a:
separately marked utilities and ot

er

services necessary for the operthon of such
facilities, including gas, electricity,
telephone, sanitary sewer and storm
11 of which services have been

permitted, completed and paid for
in accordance with all applicable laws
ordinances, rules and regulations, and, to
the knowled of the Trust, are provided via
public recads or via permanent, irrevocable,
appurtenant easements benefitting the
parcels of the South Gate Pr

ge

operty;

each parcel of the South Gate Property abuts
on and has direct vehicular access to a
public road, or has access to a public road
via a permanent, irrevocable, appurtenant
easement benefitting the parcel of the South
Gate Property; access to the property is
provided by paved public right-cf-way; and
there ig no pending or, to the knowledge of
Uust d termination of the

Improvements. To the knowle

all improvements and bULLdingS on
Gate Property are in good repair and are
safe for occupancy and use, free from
termites or other wocod-destroying organisms;

0
Fr

he Trust,

tl
the South

the roofs thereof are watertight, and the
structural components and syst
plumbing, electrical, air
conditioning/heating, and sprinkl

good working order and adegquate for the use
of the South Gate Property in the me i
which presently used;

e {(includi

ers) are in

there are no service contracts, operating or
management agreements or similar agreements
which affect the parcels of the South Gate

Property, ss get forth on Schedule
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5A, which are not terminable upcon 30 days

,44

there are no pendin
the Trust) thre
improvements or
quasi-public body either plar
process of construction, or co

e knowledge of
assessments or
any public or

ned, in the
mpleted which
may give rise to any pe@ldl agsessment
against the Scuth Gate Property or any
portion thereof;

the South Gate Property is segregated on the
appllCakle tax role so that no other
property i=s included on any tax bill related
to any portion of the South Gate

©

—04 -

Property,
abatements
Property;

exemptions or
Gate

to the knowledge of the Trust, there is no
law, ordinance, order, regulutl on or
requirement under active considerat

on by
any Governmental Authority which could
require the owner of any the South Gate
Property to make any expenditure in excess

of £10,000 to modify or improve such South
Gate Property to bring it into compl
therewith;

iance

o+

hl%

as contemplated by t
no mortgages,
or charge will
roperty after the Closing
to every mortgage, deed of
instrument now encumbering the South
roperty, (a) no default, event or
;, or event which with the giving of
ce or passage of time or both could
constitute a default

O

L or event of default
exist thereunder or under any instrument
evidencing, securing or otherwise relating
to the indebtedness secured thereby, and the
Trust has not been given nofhce by any

ny such instrument of such a

nt of default or other event,
sale of the South Gate Property
nt of any indebtedness evidenced
hereby is not prohibited by the
of any such instrument; and

the Trust does not have any
knowledge that there are any leS,
ordinances or restrictions, or any
contemplated therein, or any judici
administrative action, or any action by
ent landowners, or natural ox

ficial conditions upon the South Gate
Property, or any other facts or conditions
which could, in the aggregate, have a
material adverse effect upcn the South Gate

roperty or its value which have not been

disclosed in the Schedules to this
Agreement; the Trust has not received any

notice from any i“%urance coW@any of any
defects or inadequacies in the South Gate
Property or any part thereof whlch could
materially and adversely affect the
nsurability of the South Gate Property or
the premiums for the insurance thereof; and
no notice has been given by any insurance
company which has issued a policy with
respect to any portion of any the South Gate
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Property or by any boa“d of fire
underwriters (or other body exercising
similar functions) reguesting the
performance of any repairs, alterations or
other work with which corpliance has not
been made.

=

ARTICLE VI
CONDUCT OF BUSINESS PENDING THE ACQUISITIONS

6.1 Conduct of Business by the Companies Pending the Ac qﬂl%lf ons.
Except as set forth on Schedule 6.1, each of the Company Shareho

and agrees that, between the date of this Agreement and eariier of the Closing
and the termination of this Agreement in accordance with Article XIV hereof, the
businesses of the Companies shall be conducted only in, and ncne of the
Companies shall take any action except in, the ordinary urse of business,
consistent with past practice. Each of the Company Shareholders shall use its
best efforts to preserve intact each of the Companies business organizations, to
keep available the gervices of

lders covenants

[

O
no

-
s

w

<PAGE> 33

thelr current officers, employees and consultants, and to preserve thelr present
relationships with customers, suppliers and other persons wit hich they have
significant business “eiaf]ons. By way of amplification and t limitation,
ment, none of the Compar shall, between
the date of this Agreeme and the Closing, directly or indirectLy, do or
propose or agree to do any of the following without the prior written consent of
Parent:

L0

Q
-3
Q

except as contemplated y this Agr

2

(a) amend or otherwise change its articles of in

=

>orporat ion or

(b) issue, sell, pledge, dispose of, encuiber, or authorize
the issuance, sale, pledge, disposition, grant or encumbrance cof (1) any shares
of its capital stock of any class, or any options, warrants, convertible
securities or other rights of any kind to acquire any shares of such capital

stock, or any other ownership inte , of it or (ii) any of its assets,
tangible or intangible, except in the ordinary course of business consistent
with past practice;

{c) declare, set aside, make or pay any dividend or other
payable in cash, stock, property or otherwise, with respect to any
] other than a distribution at Closing of $125,000;

(d) reclassify, combine, split, subdi
or otherwise acquire, directly or indirectly, any of its capi

vide or redeem, purchase
tal stock:;

{e) (1) acguire (including, without limitaticn, for cash or
roge consclidation, or acquisition of stock or assets)
oration, partnership or other business organization or

divigion thereof or any apsets, or make any investment either by purchase of
stock or securities, contributicns of capital or property transfer, or, except
the ordinary course of business, cons lstent with past practice, purchase any
agsets of any other incur any indebtedness for borrowed
money or lssue any debt securiti r assume, guarantee or endorse or otherwise
as an accommodation become responsible for, the obligaticons of any Pe
make any loans or advances, except use of existing bank line in ordin
of business consistent with past practi
other than in the ordinary course of

rson, or

al
(111) enter into any Cog

onsistent with past prac

[

increase the mpensation payable or to become pavyable to
its officers Q‘ ‘LOLS, or, except as presently bound to do, grant any
severance or rrod ion pay to, or enter into any employment or severance
agreement with, any of dir

2

t ectors or officers, or establish, adopt, enter
into or amend or take any action to accelerate any rights or benefits under an
collective bargaining, onus, profit sharing, trust, compensation, stock

option, restricted stock, pens on, reti nt, deferred compensation,
employment, termination, severance or other plan, agreement, trust, fund, policy
or arrangement for the benefit of any directors or officers;

,

{g) take any action other than in the ordina
business and in a manner consistent with past practice with res

accounting policies or proced

ures;
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(h) pay, discharge or satisfy any existing claims,
or chligations (absolute, accrued, asserted or unasserted, contingent or
otherwise), other than the pavyment, discharge or satisfaction in the ordinary
course of business and consistent with past practice of due and puyable

liabilities reflected or reserved against in its financial as
appropriate, or liabilit‘GS incurred after the date herecf ry
course of business i} with past practice;
(i) make or change any election with spect to Taxes or
settle any claim or assessment in respect of Taxes;
~26-

(1) increase or decrease prices charged to its customers,
nary course of busines
;i iqht reason

renewa

xcept in the ord
C o
ew

take any other
the loss of cu
causes;

nsistent with past practices, or

s Cco
ably result in any meterial increase in
1 or termination of contracts or other

(k) except as provided 1
eage or modify any existing contract or lease affecting t
peration or use of any Owned Property or Leased Premises, grant or otherwise

this Agreement, enter into

contract or 1

o
create or consent to the creation of any easement, covenant, restriction,
agsessment, encumnbrance or lien affecting any Owned Property or any part
thereof, convey, sublease or assi

gn all or any portion of a“y Cwned Prop erfy or
r rights therein, commnit any waste or nuisance

]

~ased Premises or any interest o

on any Owned Property or Leased Premises, make any mdt»rldl changes in the
congtruction or condition of any Owned Property or Leased Premises, or modify,
terminate or exercise any option or right to extend the term of, or expand the

Leased Premises under, any Lease;

@]
(a1

(1) agree, in writing or otherwise, to take or authorize any

of the foregoing actions.

6.2 Neo Solicitation. Until the earlier of the Closing and the date of
termination of thi Agreement pursuant to the provisions of Section 14.1 hereof,
neither the Company Shareholders nor any of the Companies will (nor will they

permit any of LhGLr reapective cofficers, directors, agents, representatives or
affiliates to) directly or indirectly, take any of the following actions with
any party other than Parent and its designees: (a) =solicit, encourage, initiate
or participate in any negotiations or discussions with respect to, any offer or
proposal to acguire all or substantially all of any of the Companies' business
and properties or capital stock whether by merger, purchase of assets, tender
offer or otherwise, (b) disclose any information not customasrily disclosed to
any person concetﬁ;ng its business and properties or aff
entity access to its properties, books or reco c
th any person to make any proposal to purchas v

‘ompanies's capital stock or assets. In the event any of the Companies or the
Company Sharehclders shall receive any offer or proposal, di LOFt Yy or
indirectly, of the type referred to in clause (a) (c) above, or any request
for disclosure or access pursuant to clause (b) above, such person shall
promptly notify Parent as to any such offer or proposal and will cooperate with
Parent by furnishing any information it may reasonably request regarding the
financial terms of such offer or proposal.

ord to an
3
)

assist or cooperate

all or any Part of any of the

ARTICLE VII
ADDITIONAL AGREEMENTS
such

7.1 Further Assurances. kach

party shall

additional instruments and other documents and sh actions
as may be necessary or appropriate to eL:"i‘Uat@, carry out and comply with all

EE
of the terms of this Agreement and the transactions contemplated hereby.

7.2 Complian&@ with Covenants. The Company Shareholders shall cause the
Companies t mply with all of the respective covenants of the Companies under

this Agreemer

7.3 Cooperation. Each of the parti to cooperate with the other

1
o

i)

o
Q
(]
0]

[0}
0]

in the preparation and filing of all forms, notifications, reports and
information, 1f any, required or reascnably deemed advisable pursuant to any
1 e on which the Parent Comron

lation or the ruJe? of any exchang
connection with the Trancuvfl

320f72 5/31/2012 7:47 AM



330f72

easonable best efforts to agree joi
by any Governmental Authority to any s

tion. Fr

a
he Companies 1
jltors, COquCl and agents €

g o) affor
auditors, counsel and agents re bl
properties, offices, and other faciliti

all books and records, and shal
operating and other data and informati

shall provide the Companies and the Con

publicly available information
shall provide the Companies with reas

officers anfq facilities in this regard.
any 1lnvestigation pursuant to this Sec
modify any representation or warranty
obligations of the parties to consummat

Notificati M
on the one hand, and Par
notice Lﬂ the other of the occurrence
likely cause any representation or war
inaccurate, or any covenant, condition

on of

complied with or satisfied; provided,
pursuant to this Section 7.5 shall not
a”allaLT to the party receiving such

7.6 Tax Treatment. It is inte
organization under the provisions of
hereto agree to file the Plan of Merge
returns for the year in which the Merg
reporting requirements of Treasury Reg

7.7 Confidentiality,; Publicit
otherwise permitted or expressly conte
respective Affiliates, employees, agen
any third party this Agreement or the

pricr consent of the other parties here

announcement related to this Agreement
shall be issued by any party hereto wit
parties, except that Parent may make
good faith to be required by law or

or reguirements of a securities exchan

7.8 Expenses. Whether or not
South Gate Purchase are consumn
connecticon wit ions incl
accounting, financial ad”1 sory, consul

such public disclosure which it

ted, all fees and exp
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tions

on a method to overcome any obj
uch transactions.

om the date her
irectors, officers, employees,
he Parent and cfficers, employe
e access at all reasonable times to its

e
=5y

[o
o+
oy

ies, to its officers and employees and to
sh such perscns with &1l financial,
on as may be reasonably Pa

7 equested. Parent
npany Shareholders with copies of such
arent as the Companies may request and
onable access to Parent's exscutive

No information or knowledge obtained in
tion 7.4 shall affect or be deemed to
contained herein or the conditio o]
e the transactions contemplated hereby.

o]

atters. The Companies and the Company
ent, on the cther hand, shall give prompt
or non-occurrence of any event which wou
ranty contained ~0 be untrue or

;, Or agreement

d herein not to be

Lowever hat tI 2ry of notice
however, that ery of any notice
limit or ot fect any remedie
Lim oL © ect an emediles

notice.

nded that the Merger will gqualify as a
Secticn 368 (a) of the Code. All parties

with their respective federal income tax

er is effective, and to comply with the
ulation 1.368-3.

y. Except as may be required by law cr as
nplated herein, no party hereto or the
t

ts and representatives shall disc
subject matter or terms hereof
~0. No press release or other pu
or the transactions contemplated nereby
hout the prior approval of the ot”or

by the terms of any listing agreement with

ge.

the Merger, the MacLeod Purchases or the
curred in
ion, all legal,

uding, withcut

ting and all other fees and expenses of

third parties incurred by a party in connection with the negotiation and

d
effectuation of tne terms and conditio

k e 11 be the obli
and expenses; provided, howe
by the Companies shall be the obligati

avoidance of doubt the fees of Price W

dited Financials provided for in Sec
fairness opinion referred to in Sectio
to in Section 8.15 and the fees of Wil
Parent shall be paid by Paren

o 0

7.9 Trading in Parent Cormon
onsented to by Parent, from the date
neither the Companies nor the Compan

thereof) will directly or indirectly purcha
any shares of Parent Common Stock in any transactions effected on the Nasdag

ar
Stock Market or otherwise.

ns of this Agreement and the transactions
gation of the respective party incurring
ver, that all fees and expenses incurred
on of the Company Shareholders. For
aterhouse to perform their audit of the
tion 8.12, the fees associated with the

n 8.5, the cost of the Appraisal referred

son Sonsini Goodrich & Rosati, counsel to

Stock. Except as ctherwise expressly
of this Agreement until the Closing,
Shareholders (nor any of their Affiliates

or sell {including short sales)

7.10 Tax Matters Related to Plastics and CA Metals.

<PAGE>

(93]
(o))

Q)
h

) h

) Th

nd franchise taxes of P
=nding on or prior h
s

wsserted again

’D

o}

astics and CA Metals for any taxable vyear
C] i X C

lders shall be liable for

sept for taxes that are statutori]

eof to the Closing, each of

i1d
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{(b) The Company Shareholders shall have the responsibility for
the final state or federal returns of Plastics and CA Metals which
hall take into account (1) income from operations pricr to Closing and

deemed asset sale and liguidation contemplated by any Section 338

. (s) (as defined below). Such returns shall be prepared in accordance

pplicable law and past practices consistently applied and
and approval by Pare: y pproval shall not be unreasonably

The Company Sharehol 1 pay all taxes shown due on such fina

wh

T

ders shs

[

shall,
Join with Parent ~pa on Form W o th
acquisition of Plastics and/or CA W»talb und@r Section jQS(W (10} of the Code
d under any applicable similar provisions of state law with respect to the
chase of the S e 80234 shall be

hares {("Section 338 Election"). The Forr

executed at the Closing and filed by Parent if it so elects in its
I cocompanying such Form 8023A will reflect the

ce for the assets of Plastics and CA Metal

ies hereto agree to take no position for any tax

contrary to such allocaticn.

{d) Parent shall notify the Company Shareholders of any
pending or threatened federal, state, local or foreign tax audits, examinations
or assessments which may affect any tax lisbility for which the Company

areholders are liable pursuant to Section 7.10. The Company Shareholders shall

have the sole right to conduct any tax audit or administrative or court
”elatl g to a potential liability for such taxes and : ! all
of such audit or examination. Paren sott e any tax
Lompdny Shareholders may be liable under Section 7.10
fhout the prior written consent of the Company oharenolaers, which consent
Shall not be un"eaﬁkrahiy withheld. Any fund of taxes of the ybv for which

the Compan ny Shareholders have responsibility under Section 7.10 shall be the
property of the Company Shareholders and paild over to the Company Shareholders
immediately upon receipt by Parent. Parent sghall not, and shall not permit any
of its affiliates, to file any amended income tax Lcturn, report or electicn
statement with respect to any year or period for which the Company Shareholders

are liasble under Section 7.10, unless the Company Sharehclders consent to such
filing which consent shall not be unreasonably withheld.

7.1 istration Statement. Parent shall use

its best efforts to cause
Parent Common Stock and the shares of Parent Common Stock 1ssuable upon
ercise of the Warrants to be registered on a registration statement
"Regi@tra*ion Statement") under the Securities Act on the first anniversary of

31

@

the Effective Time to provid@ LQI resale of such shares by the Company
Shareholders. The rights and obligations of the Company Sharehﬁlder% and Parent
in respect of the Registration St fewenf shall be set forth in the Declaration

of Registration Rights as attach hereto as Exhibit D.

7.12 Nor ation of Tan MacLeod to Board of Directors. Parent agrees,
following the closing of the Acquisition, to nominate Tan MacLeod for reelection
to the Board of Directors of Parent
Stockholders unless, at the t

at Parent's 1997 Annual Meeting of
ime of such Annual Meeting, the sale of a
Registrable Securities desc the Declaration of Registrati i
attached hereto as Exhibit D is reglstered pursuant to an cffeht ve Ro
Statement filed by Parent with the Securities and Exchange Commission.

ARTICLE VIII

CONDITIONS TO Tt

3]

o OBLIGATIONS OF PARENT, MERGER SUB AND PURCHASE SUB

obligations of the Parent, Merger Sub and Purchase Sul hereunder
shall Dbe Ject to the fulfillwment at or prior to the Closing of the foWINWing
conditions, any or all of which may be waived in whole or in part by Parent
Merger Sub and Purchase Sub:

d Warranties and Comp

8.1 Accuracy of Representations a
Chligaticns. The tations and warranties of the Company
the Trust contained in this Agreement shall be true and correct

espects at and as of the Clo sing )aLL with the same force and
made at and as of that time. Each of Companies, the Company Sh 3
Trust shall have performed and complied with all of their respective obli
required by this Agreement to be performed or complied with at or prior
Closing Date. Each cof Companies, the Company Sharehclders and the Trust shal

v
-

Q
-
0]

Q
o)
lng
0
o
u
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[

have delivered to Parent a certificate, dated as of the Closing Date, du y
signed (by its President or a Co-Trustee), stating that such representatior
warranties are true and correct in all material respects and that all such

obligations have been performed and complied with in all material respects.

p
5
o

8.2 No Material Adverse Change or Destruction of Property. Between the
ate hereof and the Closing Date, ( have been no Material Adverse
hange to any of the Companies, or the TIuSL, there shall have be
adverse federal, state or local legislative or regulatory Cﬁdnq@ affecting in

any material respect the services, products or business of the Companies or the

2 No

Trust, and (1ii) none of the properties and assets of any of the Companies or
the Trust shall have been damaged by fire; flood, casualt act of God or the

public enemy or other cause (regardless of insuranpe coverage for such damage)
which damages may have a Material Adverse Effect thereon, and there shall have
been delivered to Parent a certificate to that effect, dated the Closing Date

and signed by each of the Companies and the Trust (by its President or a

Co-Trustee) .

Secr etary . Fach of the Companies shall hav
i) copies of the articles of incorporation and bylaws
in effect irmmediately prior to the Closing Date, (ii)
adopted by t Boards of Dir :tors and shareholders of
the transactions contemplated by this Agreement, and (ii

c of good standing of each of the Companies issued by the
te of the State of California and each other state in which it
do business as of a date not more than five days prior to the Cl
certified in each case as of the Closing Date by the Secretary of th,
Company as being true, co ct and complete.

8.4 Opinion of Counsel. Parent shall hava received an opinion dated as
of the Closing Date from counsel for the Companies and the Company Shareholders
in form and substance acceptable to Parent and as attached hereto as Exhibit

5.0 onsents. Each of the Compani 1 have received cons
transactions fcntunplated hereby and waivers of rights to terminate or modify
any material rLghto or obligaticns of the Companies from any person from whom
such consent or walver is reguired under any Designated Contract, Environmental
Permit or instrument as of a date not more than five business days prior to the
Closing Date, or who, as a result of the transactions contemplated hereby, would
have such rights to terminate or modify such Designated Contracts, Environmental
Permits or instruments, either by the terms thereof or as a matter of law. The
Companies shall alsc have received estoppel certificates from the landlords and
lenders with respect to each Owned Property and Leased Premises confirming the
relevant business terms of the applicable L t there are no
defaults thereunder. The Compa“y shall have ,,aavnably

tisfactory evidence that each of the permi Cac ed Schedule
3.6 have be obtained and are in full force and eff C
a8

w

a

20

improvements or material modifi to the Company's pr needed
to continue such fu and effect after the « permit
the conduct of business as present conducted.

-30-

rities Laws. Parent shall have received all necessary consents
plied with any state Blue Sky or securities laws applicable to
ar ock and the Warrants, in conr

Comrmon S sction with tl

contemplated hereby.

Company Stock. At the Closing, the Cowpa 1y Shareholders shall have
delivered all certificates evidencing the e

Shares, the CA Metals Shares, the F
Commen Stock.

of tﬁ» outstanding Trojan

8.8 No Adverse Litigation. There shall not be pending or threatened any

action or pr ceding by or before any court or other governmental body which
shall seek to restrain, prohibit, invalid collect damages arising out of

the Agreement, the Merger, the Macleod Purchases, the South Gate Purchase or any
other transaction contemplated hereby, and which, in the judgment of Parent,

it inadvisable to proceed with the Agreen Merg the MacLecd

Purchases, the South Gate Purchase and other transactions contemplated hereby.

8.9 Board or Trustee Approval. The B
Companies and all of the trustees of the
approved this Agreement, the Merger, the South Gate Purchas
contemplated hereby.
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8.10 Shareholder Approval. The shareholders of Merger Sub, Purchase Sub
and each of the Companies shall have authorized and approved this Agreement, the

Merger, the Macleod Purchases and the transactions contemplated thereby.

8.11 Closing Financial Statements; Net Worth. Prior to the CI i
Date, Parent shall have received an audited consolidated balance sheet of the
i

Companies at June 30, 1996 and at June 30, 1995 and audited consolidated
statements of income and cash flows of the Companies for the twelve month
periods ended June 30, 1994, June 30, 1995 and June 30, 1996, each audited by
Pfi”e Waterhouse (collectively, the "Audited Financials™) and an unaudited

lance sheet at September 30, 1996 and unaudited consolidated statements of

cormme of the Companies for the three months ended September 30, 296. T

DILh of the consolidated Companies on the Closing Balance Sheet shall be at

ast $3,500,000. The Company Shareholders shall certify to the Net Worth on the
i

8.12 Due Diligence. Parent shall have satisfactorily completed all
financial, legal, environmenta d

and business due diligence on the Companies an
the results of such due diligence !

ig
shall be satisfactory to the Parent in its

8.13 Leases. The Company Shareholders or the Trust shall have satisfied
llowing conditions regarding the E { 11

isting Facilities: (1) the Trust sha
ntered into a Master Lease Agreement with CA Metals for t

- ty substantially in the form attached heretoc as Fyo(id ,
shall have executed an 9831qnWQNT Agreement in a form reasonably acc

Parent, assigning all existing leases between the Trusf and the Compa
releasing Parent, Merger Sulb, Purchase Sub, the Companies and any g;lo
on the South Gate Property from any liabllLty for breach, prior to the
Date, of any lease between the Companies and id trust and with respect to any
subleases of the facility by the Companies; (iii) the Company Shareholders sha
have obtained from the landlord under the Wilmington lease a consent to
agsignment of the leasehold held by CA Metals substantially in the form attach
hereto as Exhibit F-2; (v) the Company Shareholders shall have obtained from t
landlord under the Harbor City lease an estoppel certificate substantialily in
the form attached hereto as Exhibit F-3, (vi ) the Company Shareholders shall
provide an indemnity and full release of the Con es, Merger Sub, Purchase Sub
and Parent for liabilities associated with

-31-
39
any and all sublessees of the Harbor City property leased by CA Matals
substantially in tne form attached hereto as Exhibit F-4, and (v*A) provided all
r

s
documents reasonably regquired by First American Title Insurance Company for
title insurance rising out of the Sout Gate Pu e.
title insurance arising out of the South Gate Purchase

8.14 No Injunctions or Restraints; Illegality. No t»mpcra y restrainis
order, preliminary or permanent injunction or other order issued by any court
compete Jjurisdiction or other legal restraint or prohibition prevont; g the
consurmmation of the Merger, the MaclLeod Purchases or the South Gate Purchase
shall be in effect, nor shall any pIO”Ledilg brought by an administrati agency
or commission or other Governmental Agency, seeking any of the foregoing be
pending; nor shall there be any action taken, or any sta ufw, rule, regul
or order enacted, entered, enforced or deemed applicable to the Merger,
MacLeod Purchases or the South Gate Purchase, which makes the consummation of
he Merger, the MacLleod Purchases or the South Ga Purchase illegal.

ot

T
o
o

ted
m@ntaJ
i) the

8.15 Environmental Matters. Parent shall have obt
pproved in its sole discretion no la ter than the Closin v
nnai a selected by Parent concernr
vities of each of the uompanies, (ii) any Environment
Berm@ts affecting the Environmental Activities, the Company
other matters applicable to the business of any of the Companies,
(iii) the presence or absence of Contamination on or about any Company Faclility
or any adjacent property, (iv) whether the fransg’rtdtlon, disposal or
destruction of Regulated Substances for Whlph any of the Companies is legally
responsible has created or may create liabilities for any of the Companies, (v)
the expenditures required to obtain any required Environmental Permit, to comply
i vy Environmental Law or to institute any sound business practice relating

to the Environmental Activities of any of the Companie\ {vi) the existence, or

a r@port of a consult

potential for, any environmental action, liability, suilt, proceeding, or CldLm,
against any of the Companies. The expenses of the aforementioned consultant
shall be paid by the ParenL. Prior to Closing, the Parent and their respective
employees, agents, consultants and contractors, (1) shall have the right to
enter upon any real property, at reasonable times and upon reascnable notice to
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the Companies, owned or controlled by each of the Companies for the purpose of
conducting such inspections and tests and taking such scil and groundwater
samples as Parent shall deam,a\propr d*e, and (1ii) shall have access to all
records relating to any Company F lity and the Environmental Activities of the
Companies. Each of the Companie 11 cooperate with the Parent to gain access
to any real property or records not currently in the possession of any of the

Companies.

S

3.16 FIRPTA Notification. Trojan shall certify that its shares do not

constitute a U.S. real property interest as defined in Section 897 (c) of the
I 1 Revenue Code.

8.17 Non-Compete. Each of the Company Shareholders shall have entered
a ncon-competition agreement in the form attached as Exhibit G and such
non-competition agreement shall in full force and effect.

8.18 Title to South Gate Property. The Purchase Sub shall have received
a title commitment obliging the title insurer to issue to Purchase Sub an
ovmer's policy of title insurance, which policy shall contain such
for additional coverage as Purchase Sub shall reascnably require, in the amount
of £3,500,000, 1n3ur1ng that fee title is vested in Purchase Sub or its design
subject only to Permitted Exceptions.

[

endorsements

=3

8.19 Payment to First American. The Trust shall have delivered a wire
th in S i

s
transfer to First American for the amount set fort

Neither the closing of this transaction, the walver by Parent, Merger
nd/or Purchase Sub, nor the determination by f Merger Sub and/or

S a
Purchase Sub that the foregoing conditions to Closing have been

40
shall waive or modify
or misrepresentations

hts and liabilities of the
of this Agreement.

-

ARTICLE IX

CONDITIONS TO THE OBLIGATIONS OF
THE COMPANIES, THE COMPANY SHAREHOLDERS AND THE TRUST

The obligations of Companies, the Company Shareholders Tr
affect the Merger, the MaclLeod Purchases and the South Gate Purchase shall be
subject to the fulfillment at or prior to the Closing of the following
conditions, any or all of which may be waived in whole or in part by the
Company, the Company Shareholders and the Trust:

9.1 Accuracy of Representations and Warranties and Compliance 3

ntations and warranties of the Parent, Merger Sub and
this Agreement shall true and correct in all

Purc ase Sub contained
teri at and as

ouc and as of
ranties which address ma
c

of the Closing Date with the same force and effect
that time except those representations an
ter lar date shal

(o8

1 remain

war tters only as of a particu
and correct as of such dube. Each of the Parent, Merger Sub and Purchase Sub
shall have performed and ccocmplied with all of its cbligati required by this

ons
to be performed or complied with at or leCI to the Closing. Each of
, Merger Sub and Purchase Sub shall have de to the Companies a
certificate, dated as of the Closing Date, and signed by an executive officer,
certifying that such representations and warranties are true and correct and
that all such obligations have been performed and complied within all materia
respects.

.2 Deliveries tc First erican. At the Closing, Parent shall have
de llver»d to First American (A) $500, 900 by wire transfer as the Parent Loan
(including closing costs of $900), (ii) $500,000 by wire transfer as cash
payment for the CA Metals Shares, Firma Shares, Macleod Metals Shares an
Plastics Shares and (1ii) the Furbhus Note.

9.3 Ne Adverse Litigation. There shall not ng or threatened
ion or proceeding by or before any court cr other go ntal body which
in, prohibit, invalidate or collect damages arising out of
the Agreement, the Merger, MacLeod Purchases, the South Gate Purchase or any

other transaction contemplated hereby, and whi
Pompanies makes it inadvisable to proceed with
MacLeod Purchases, the South Gate Purchasze and

a

shall seek to restr

ich in the judgment of the
the Agreement, the Merger, the
other transactions.
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9.4 No Materi
date hereof and th

1 Adverse Cha or Destruction of Property. Betwesen the
ing Date; (i) there shall have been no Material Adverse
) there shall have been no adverse federal, state or
latory change affecting in any material respect the
iness of Parent; and (iii) none of the properties and

a 1 have been damaged by fire, flood, casualty, act of God or
the publi or other cause (regardless of insurance coveradgse for such
damage) which damages may have a Material Adverse Effect therecn, and there
shall have been delivered to the Companies a certificate to that effect, dated
the Closing Date and signed by or on behalf of Parent.

.5 Corporate Certificate. Parent shall have delivered to the
Companies: (1) copies of resolutions adopted by the Board of Directors and
shareholders izing the transactions contemplated by th

Agreen (ii) a certificate of goocd standing of Parent issued by the
Secretary of State of the State of

_33_
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Delaware as of a date not more than five days priocr to the Closing Date,

d in each case as of the Closing Date by the Secretary or Assistant

Secretary of Parent as being frue, correct and complete.

certifi

.6 Opinion of Couns ived an opinion
dated as of the Closing D

1. The Companies shall have rec
a n
acceptable to the Companies and

e e
te from counsel for the Parent, 1 form and substance
ttached her fo as Exhibit E-2.

10}

9.7 Board of Directors. Ian MacLeod shall, effective upon the Clos llg
become a director of Parent without any further action by the Board of Director

of Parent.
9.8 Board Approval. The Board of !
Merger Sub and Purchase Sub shall have authoriz and =,
e

the Merger, the South Gate Purchase and transactions contemp iated hereby.

ol

9.9 No Injunctions or Restraints; Illegality. No temporary restraining
order, preliminary or permanent injunction or other order issued by any court of
competent Jurisdicticn or other legal restraint or prohibition preventing the
consummation of the Merger, the Macleod P rchases or the South Gate Purchase
shall be in effect, nor shall any proceeding brought by any administrated agency
or commission or other Governmental Agency, Se@kAnq any of the foregoing be
pending; nor shall there be any action taken, or any statute, rule, regulat
or order enacted, entered, enforced or deemed applicable to the Merger, the
MacLeod Purchases or the South Gate Purchase, which makes the consummation of
the Merger, the Macleod Purchases or the South Gate Purchase illegal.

©

eement. The Companies shall have entered into an
with Tan MacLeod in the form cof Exhibit H and such

shall be in full force and effect.

9.10 Erployment A
employient agreem
employment agreem

9.11 Stock Pledge Agreement. Parent shall have entered into
Plﬁdge Agreement with the Company Shareholders in the form of Exhibit C-5 h

nd such Stock Pledge Agreement shall be in full force and effect.

-

[

9.12 Leases. Parent shall have itered into a Master Lease Agreement
with the Comhany ”“aLch) ders for the Gardena property substantially in the form
attached £ F-1.

3 Deliveries to Escrow Agent. The Parent, Merger Sub or Purchase Sub
shall have delivered to the Escrow Agent a Certificate for 725,000 shares of
Parent Common Stock and the Warrants.

[(BNe}
[

9.14 Deliveries to Company Shareholders. The Parent shall have
delivered the Notes and share certificates representing all of the cutstanding
shares of the Companies, together with executed stoc rs, which shall be
held by the Company harehf\lfi rs pursuant to the terms of the Stock Pledge
Agreement to the Company Shareholders.

<PAGE> 42
ARTICLE IXA

POST CLOSING RIGHTS AND OBLIGATIONS

9.1A Assignment of Tokail Line of Credit and California Pollution
1 Financing Authority Agreement. Within two weeks following the Ci

Control

oging,

38 0f72 5/31/2012 7:47 AM
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Ian MacLeod shall use his best efforts to (a) obtain a walver from Tokaili Bank
with respect to the effect of the transactions contemplated by this Agreement on
that certain line of credit between Tokail Bank and Trojan for £1,000,000 (the
"Line of Credit™), (b) obtain a walver from the California Pollution Financing
Authority ("Pellution Control") and, if required, fr the U.S. Small Business

Administration, with respect to the effect of the transactions contempl
this Agreement on that certain Lecan and Securities Agreement between Macl
Metals and Pollution Control dated as of March 1, 1581 (the "Pollution L

sted on

e0d

Dan

Agreement™) and (c) to substitute Parent, for Ilan NacLe”d as guarantor of the
Line of Credit and, 1f applicable, the Pollution Control Loan Agreement. In the
event that Tokal refuses to issue a walver with respect to the Line of Credit
and substitute Parent for Tan Macleod as guarantor, and/or Pollution Control
refuses to issue a walver with respect to the Pollution Control Agreement, then,
within 10 busineqs days of the date Ian MacLecd delivers to Purchaser written

£ ma

evidence of Tokai's refusal, Parent shall cause Trojan to pay all amounts
remaining outstanding undar the Line of Credit and/or cause Macleod Metals to
pay all amounts outstandi under the Pellution Loan Agreement.
failure of Tokal to permit the assignment of the Line of Credit to Parent and
the failure of Pollution Control to permit the assignment of the Pollution Loan
Agreement shall not constitute a default under this Agreement by Parent.

ist Parent
1 of the Companies
he discretion of

L 2A Employment of Control MacL
following the Closing to leccate and employ a Contrell
wWh s acceptable to Parent. Such Controller shall serve at t
t's Board of Directors and Tan MacLeod shall not take any action to
nate the employment of such person unless and until the termination of this
iy

ent pursuant to Section 14.2 hereof.

o 1is
Paren
termi
Agree

9.3A No Defaults After Closing. Following the Tan MacLeod
shall not cause any of the Companies to take any action or fail to take any
action which would cause a default or br

to which any of the Companies are party.

ach under any contract or arrangement

ARTICLE X

SURVIVAL OF REPRESENTATIONS AND WARRANTIES; ESCROW;
SET OFF AGAINST NOTES

10.1 Survival of Representations and Warranties. Subject to Article XI,
all of the Company Shareholders' and the Trust's representation
in this Agreement or in any instrw C ivered pursuant to this Agreement
{each as modified by the Company Schedules and Schedule 5A) shall
Merger and the Macleod Purchases and continue until the first anniversary of the
losing; p“OVLdeu, however, that the representations and warranties r#*dLan to
matters set forth in Section 5.19, 11 survive the Closing and shall not
rmﬂnafe unf]l the statutes of limitati for all available acti
representations and warranties expir All of the Parent's
tation and warranties conta i
to this Agreeme shall terminate

ns and warranties

survive the

<PAGE> 43
10.2 Indemnity.

) T Company Shareholders reby agree to indemnify and
hold Parent, Merger Sub and Purchase Sub and their respective officers,
directors and affiliates harmless against all claims, losses, liabilities,
damages, deficiencies, costs and expenses, including reasonable attorneys' fees
and expenses of investigation (hereinafter individually a "Loss" and
collectively "Losses™) incurred by Parent, Merger Sub and Purchase Sub, or the
respective officers, directors, cr affiliates (including the Surviving
Corporation) directly or indirectly as a result of (i) any curacy or breach
of a representation or warranty of the Company Shareholders or the Trust (cother
than the warranties set forth in section 5.13) contalned in Articles V and VA
herein (as modified by the Company Schedules and Schedule 5A), or (ii) any
failure by and of the Companies, the Company Shareholder% or the Trust to

j

perform or comply with any covenant contained herein. thing herein shall limit

t liability of the Parent, Merger Sub and Purchase Su e Companies, the

Company Shareholders or the Trust for any breach of any representation, warranty

or covenant, 1f the Merger, the MacLeod Purchases or the purchase of the South
os

sate Property do not close.
(b) Procedure For Claims and Minirum Claim Amount. Parent,

Merger Sub or Purcha:o Sulb shall promptly ncotify the Company Sharsholders in

5/31/2012 7:47 AM



hitp://www.sec.gov/Archives/edgar/data/795665/0000891618-97-000058 txt

writing of any Losses for which they shall seek indemmification under this
Section by delivery to the Compa 1y Shareholders of a ger*ifica*@ signed by any
officer of Parent (an "Officer's Certificate™): (A) ounds for
recovery by Parent, Merger Sub or Purchase Sub in su il ermit
the Company Shareholders to understand the general basis for the claim, (B)

bt

specifying in reasonable detail the individual items of Losses for which
recovery is socught, and (C) stating the date each such item was paid or

incurred, or the basis for anticipated liability; provided, however, that the
failure of Parent, Merger Sub or Purchase Sub to so notify the Company
Shareholders shall relieve the Company Qhar@holderv of their cbligations under
this Agreement, only to the extent that they are ac tud*ly prejudiced thereby.
Notwithstanding the foregoing subsection, no action may be taken to collect any
amount owing by the Company Shareholders (including, without limitation,

commmencement of any legal action, exercise of rights against the Escrow Fund (as
defined below), and set off aqainst the amounts otherwise owing by the

indemnitee to the Company Shareholders under the Note or any lease), unless and
11 the indemnitee has complied Wlth the claims procedures set forth in this
subsection and unless and until the amounts of such claims feﬂ”verable under
this Arficle, together with the claims or under Article XI, in the aggregate,
exceed £50,000. When the aggregate amount of such claims exceeds £50,000 the

shall become immedi v due and

amount of the Los
payable.

atel

(c) Third-Party Claims. In the event Parent becomes aware of a
hird-party claim which Parent believes i1l be covered by the indemnification
and/or defense obligation contained in this Article, Parent Shall notify the
Company Shareholders of such claim, and the Company Shareholders shall be
entitled, at their expense, to participate in any defense of such claim. Parent
shall have the right in its sole discretion to s any such claim; provided,
however, that except with the consent of the Company Shareholders, no settlement
of any such claim with third-party claimants shall be determinative of the
amount of any claim against the Company Shareholders. In the event that the
Company Shareholders have consented to any such settlement, the Company
Shareholders shall have no power or authority to object under any provision of
this Article ¥ to the amount of any claim by Parent with respect to such
settlement.

I
1

(d) Sources of Recovery of Losses and Envircnmental Claims. In
d Ie)

addition to its other rights and remedies at law, in egquity or under any other

agreemnent between Par@nt Merger Sub and Purchase Sub on the one hand and the
owpany Sharehoclder, on the other hand, for recovery the sums owing by the
mpany ;hafehglqel under this Article X and/or Article XI (collectively the

‘crpany Shareholders' Indemnities™ and individually an "Company Shareb
Indemnity™), the Parent, the Merger Sub and/or Purchase Sub shall each

[}

-36-
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be entitled fo pursue, cumulatively, alter:
Parent may elect, all or any of the remedi
however, that in no event shall Parent,
double recovery of the Company haye%\ld
Company Shareholders hereunder.

tively, and in such order as the
as specified below; provided,
ger Sub and/or Purchase Sub obtain
' Indemnities amounts payable by

(1) Escrow Fund.

{a) In General. As partial security for the
recovery by the Parent, Merger Sub d Purchase Sub of the amounts owing f t
under the Conpany Shareholders' Indemnities pursuant to this Article X or
Article XI, the Company Shareholders will be deemed to have received and

[

deposited with the Escrow Agent (as defined below) Seven Hundred Twenty Five
Thousand (725,000) shares of Parent Common Stock to be issued in connection with
! merger of TIOTBH Trading {plus any additional shares as may be issued upon

1d or recapitalization effected by Parent after

"Escrow Shares™). As

stock splits, stock divid
Effective Time) and the Warrants (Fcl7ectively, the
soon as practicable after the Closing, the Escrow Shares (along with executed
stock powers), without any act of the Company Shareholders, will be deposited
with Chemical Trust Company of California (or other institution acceptable to

’

.

{c 1
Parent and the Company Shareholders) as Escrow Agent (the "Escrow Agent™), such
T

deposit to constitute an escrow fund (the "Escrow Fund" ) to be gov ﬁfn»d by the
terms set forth herein. The Escrow Agent may exscute this Agreement £
the date hereof and prior to the Closing, and such later execution, if
e shall not affect the binding nature of this
n

executed after the date her ;
Agreement as of the date hereof between the other signatories hereto.

ot

t
of
g=Ye]

() EscrOW'Period; Distribution upon
Termination of Escrow Pericds. Subject to the following requirements, the

Escrow

40 of 72 5/31/2012 7:47 AM
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Fund shall be in e =nce lmmediately following the Cleosing and shall terminate
= =
at 5:00 p.m., P.S.T., on the date which the Class A Notes are repaid in full by
Parent {(the "Escrow Period Termination Date™) and the Escrow Shares less an
A ;
amount of Parent Common Stock which, in the reasonable judgment of Parent,

to the objection of the Company Shareholders and any subsequent
5y

arblf*utlon of the matter in the manner prov1ded in Section 10.2(d) (i) (f)
! necessary to satis ing unsatisfied Company

hereof, is in value

Shareholders!' Indemnities, which have in any Escrow Fund Claim
delivered to the Escrow Agent and the Company Sndreh lders pricr to the Escrow
Period Termination Date pursuant to Subsection 10.2(d} (i) (d) below, shall be
released from the Escrow Fund and delivered to the Company Shareholders. In the
event the Class A Note is not repaid in full prior to April 30, 1997, all of the
remaining Escrow Shares shall be delivered to Parent. As soon as all Company

Shareholders' Indemnities recoverable under this Article have be resolved or
if no Escrow Fund Claim is delivered to Escrow Agent prior to the Escrow
Period Termination Date, in the event the Class A Note has been repaid in full
Parent shall deliver to the Company Shareholders the remaining portion of the
Escrow Fund.

~

(¢} Protection of Escrow Shar

(i) The Escrow Agent shall hold and

safequard the Escrow Fund during the Escrow Period, shall treat such fund as a
trust fund in accordance with the terms of this Agreement and not as the
property of Parent and shall hold and dispose of the Escrow Fund only in
accordance with the terms hereof.

(ii) Any shares of Parent Common

St =quity securities issued or distributed by Parent {including
shares i”vued upon a stock it) ("New Shares") in respect of Parent Comunen
Stock in the Escrow Fund whi have not been released from the Fscrow Fund shall
be added to the Escrow Fund Shares and become part thereof. New Shares issued
in respect of shares of Parent Cormmon Stock which have been released from the
fscrow Fund shall not be added to the Escrow Fund but shall be distributed to
_37_
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the record holders thereof. Cash dividends on Parent Common
added to ow Fund but shall be distributed to the recor

(iii) The Company Shareholders shall
ve voting rights with respect to the shares of Parent Common Stock contributed
fto the Escrow Fund by the Company S
added to the Escrow Fund in respect of such shares of Parent Common Stock).

areholders (and on any voting securities

(d) Notice of Election
Escrow Fund. If Parent elects to recover the amounts pavyable

im With
the

Merger Sub pursuant to Company Shareholders' Ind mnlty from the SCro und,
then prior to the Escrow Period Termination Dats, sha i the
Escrow Agent and the Company Sharcholders a wrltfen notiﬂe ow Fund
Claim™}, containing a py of the Officer's Certificate described in Subsection
10.2(b) , above or in ubsection 11.3({a) below, a statement of the amount the

o

Parent Coramon

o
Sub

Company Shareholder Indemnity to be satisfied by distribution of
Fun

Stock from the Escrow and.

to Escrow Fund Claim. For a
period of thirty (30) days after o crow Fund Claim to
Shareholders, Parent shall not be entitled to any Escrow Amounts pursuant to
Section 10.2{d) unless Parent shal ave received written authorizat
from the Company ,ders to take the amounts claimed in the Escrow Fund
Claim. After the e ion of such thirty (30) day pericd, Parent shall be

titled to the Cormmon Stock from the Escrow Fund in acco
with Section 10. ) hereof, provided that no such delix I
the Company Shar shall cbject in a written statement t
Claim, and such 1

[
—
I~

Paren

n

shall have been delivered to Parent
explration of such ghlrty (30} day period, specifying in reasocn
basis for the cbjection {an "Escrow Claim Objection”).

(f) Resolution of Conflicts; Arbitration.

(i) If the Company Shareholders so

5
deliver an Escrow Claim Cbhijection within thirty (30) days after delivery of an
Escrow Fund Claim, the Company Sharehclders and Parent shall attempt in good

faith to agree upon the rights of the respective parties wnf respect to each of
such claims. If the Company Shareholders and Parent =shou S0

1d
memorandum setting forth such agreement shall be prepared and

both

5/31/2012 7:47 AM



42 of 72

parties and shall be furnished to the Escrow Agent,
any, of the Parent Common Stock that should be distr
Escrow Fund to satisfy the Escrow Fund Claim. The E
to rely on any such memordndun and distribute the E
Fund accordance with the terms t .

(ii) If

reached after good faith negotiation, either Parent
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indicating the value, if
ibuted to Parent from the
scrow Agent shall be entitled
scrow Shares from the Escrow
no

or the Company

may demand arbitration of the matter unless the amcunt of the damage or
at issue in pending litigation with a third party, in which event arbitrati
shall not be cormmenced until such amount i1s ascertained or both parties agree
arbitration; and in either such event the matter shall be settled by arwitrat*OL
conducted by one arbitrator mutually agreeable to Parent and the Company
Shareholders. In the event that within 60 days after submission of any dispute
to arbitration Parent and the Company Shareholders cannoct Lutually ¢ on an
arbitrator Parent and the Company Shareholders shall each select one arbitrator,
and the two arbitrators so selected shall select a third arbitrator. The
arbitrator or arbitrators, as the case may be, shall set a limited time period
and establish procedures designed to reduce the cosf and time for dl%FOVGFV
while allowing the parties an opportunity, adequate the sole judgement of the
arbitratcr or arbitrators, as the case may be, to discover relev information
from the opposing parties about t matter of the dispute. The
arbitrator or arbitrators, as the case may be, shall rule upon motions to compel

or limit

-38-
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discovery and sh the authority to impose
fe costs, extent as a court of comp
ine that dLQ“”veyy was sought wit

ion of the arbitrator or a

s

nay be,
Claim shall
notwithstand
Escrow Agent shall be entitled to act in
withhold payments cut of the Escrow F
shall be written shall be
Wthh shall el

be binding

set forth the award, judgme

(iii)
ed in an

rendered by the arbitrators may be er
shall be held in S Francisco,
American Arbitration Association.
expenses relating to the arbitrat
the resp@ctive expenses of

administrati

arbitration
effect of the

ﬁ%tmi‘g how all
out leﬂfa*]o
arblt rator and the

auch

{g) Re
be ent*tled, 10.2{e)

Conmon St

subject to Section

ock in the Escrow Fund with
lders' Indemnity obligation covered by the
Agent shall, subject to the provisions of Section 1
Parent out of the Escrow Fund, as promptly as pract
Commen Stock held in the Escrow Fund with a value e
Envir ental Claims, provided that sufficient shar
remain the Escrow Fund.

a value equal

5

in

(hy Val
shares Parent Common S
the shares of Parent
tock on
laim.

of
W

determining the number of
Parent out of the Escrc
at the closing price of

the delivery of

und,

the Parent
the E

Comron S
Fund C1

date of sCTrow
y in De
of an
any E
nares)
to

period of thirty
Agent shall make
EsrrOW'Aqont (in connect on wi
ho tion from the Company
with Sect
period, the Escrow
with Section 10.2(g)
if the Company Shareholders

complying with Subsection 10.2{d) (i) (e)
Claim Objection shall have been delivered to the Esc

SCro

Shar
ion 10.2(d

Fscrow

make

accordance

(30) day

in
thirty
in accordance
may be made,

shall
hereof,
ha shall pro

as to the validity
and

accordance
und in acc
supported by wri

Judgment
Y C
California

each
of the Americ

sduction of
, to that number

uation of

Escrow
W

shall have
(i) hereof.
provi

>vide

to the Escrow Agent,

including asttorneys
aw or equity, should th

ho substantial
cted to without substantial
majority of the three

unt

and amc

with
sordanc
N

“ten

nt, decre

upon any award

g Jurisdiction.
under the rules then
The arbitrators shall

ion shall be paid,
party, the fees of each
an Arbitration

ocurt hav

Fund.
shares of Parent
to the amount of the Co
Fscrow Fund Claim. The Escrow
0.2 (&) of, deliver to
icable, shares of Parent
gual to such Los
es of Parent C¢

Escrow
of

oo

here

ses/~

Stock

TETLOT

res. F
tock to
Cormon
the Nasda

She the purposes of
elivered to
k shall
to

ck Market

be
Sto

q

d

value
on

ox
d
C
S

livery of Shares. For a
Claim, the Escrow
unless Parent and
ceived written
of Es
zpiration of
of the Escrow
such delivery
a Escrow Claim Objection
and such Escro
and Parent prior

Fund
Shares

re

such d
A
make de

Crow

ivery

no

SW

crow Agent
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to the expiration of such thirty (30) day

(J) E
obligated only for the performance of suc
herein, and as set forth in any additiona
Escrow Agent may receive after the date o
officer of Parent and the Company Shareho
protected in relying or refraining from a
believed to be genuine and to have been s
or parties. The Escrow Agent shall not be
hereunder as Escrow Agent while acting in
reasconable judgment, and any act cdone or
counsel shall be conclusive evidence of s

-39
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expressly authorized to disregard any and

parties hereto or by any other persc ex

n
ir

courts of law, and isg hereby expressly au
orders, judgments or decrees of any court
complies with any such order, judgment or
shall not be liable to any of the parties
reason of such comﬁliance, notwithstanding
being subsequently reversed, modified, ann
been entered without jurisdiction.
liable in any respect on the i
arties executing or deli purpo:

or any docume‘fq

or
of any righ u
or any documents
the Agreement, the Escrow Agent shall not
losses, or expenses, except for negligenc
the Escrow Agent. The Escrow Agent shall
any act or failure to cf made or omitted
or omitted in reliance upon any instrumen
affidavit provided for in this Agreement
faith believe to be genuine, nor will the

impersonati

for

forgeries, fraud, ions, or
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period.

scrow Agent's Duties.

(1) The Escrow shall

Agent

~h duties as are specifically

1 written escrow instructions

f this Agreement which are sig;

lders, and may rely and shall be

cting on any instrument reasonably
igned or presenfefi by the proper pavty
liable for any act done or omitted
good faith and in the exercise of
omit to the advice of

uch good faith.

is herebv

-

(11} The Escrow A
all warnings given
cepting only orders or proce

theorized to comply with and obey

. In case the Escrow Agent obeys or
decree of any court, the L“VLOW
hereto or to any other person

such order, dgment or

set aside, vacated or

gent
by

an

by
decree
found

g any
wlled,

to

(iid)
dentity,
t‘ng fo
ted or

The Escrow Agent shal
authority or aghts

execute deliver this
called hereunder.

or

U

for

The
any s
o

sited

Escrow Agent shall not be
atute of limitations with
with the Escrow Agent

part

nder

s dep
(v) In performing any duties under

be liable a

pe liab to any pur*v for damages,
e or willful misco nd
not incur any such

in good faith, or (B

t, including any wri
that the Escrow Agent
Escrow Agent be 1i

determining the scor

tative authority. In addition, the Escrow Agent may cons
;1 in connection with Escrow Agent's duties under this Agre
shall be fully protected in any act taken, suffered, or permitted by hAH/ho
good faith in accordance with the advice of counsel. The Escrow Agent is not
responsible for determining and verifying the authority of any person acting or
purporting to a@f on behalf of any party to this Agre sement .
(vi) If any controversy arises

the Parties to this or with any other parpy, concerning the

subject matter of this Agreer its terms or conditions, e crow Agent will

not be reguired to determine the controversy or to take any action regarding it.
The Escrow Agent may hold all documents, cash and shares of Parent Common Stock

walt for settlement

and may

of any such

c
“onbrvver%y by final

appropriate lega

proceedings or other means as, in the Escrow Agent's discretion, the Escrow
Agent may be required, despite what may be .et forth elsewhere in this
nt. In such event, the Escrow Agent will not be liable for damage.

(vii) Furthermore, the Escrow Agent
may at its option, file an action of interplead regquiring the Parties to
answer and litigate any claims and rights among themselves. The Escrow Agent is
authorized to depOSlL with the clerk of the court all documents, cash and shares
of t Cormmon Stock held in escrow, except all cost, expenses, charges and

reasonable attorney feeo lncurlej by the
action and which the Parties ‘Jointly and

respective succ r
hold Escrow Agent h
liabilities, and

Q
ol
un
U
Q
in
4]
I
o
0.
)
o
u

o
F=
o0
w u
+

inc

Escrow Agent due to the

B
severally agree to pay.

11i) The Parties and their
e

and severally to indernify and
losses, claims, damages,
costs of investigation, counsel
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fees, including allocated costs of in-house couns
be imposed on Escrow Agent or incurred by Escrow
performance of his/her duties under

any litigation

SR 48
sing from this Agreement or involving
negligence or willful miscondu

subj

its

ct.

(ix)
any time upon giving at least thirty (30) days wr
provided, however, that no such resignation shall
appointment of a successor escrow nt whic
the Parties shall use tﬁ»lL best orts to rmtua
agent within thirty (30) days after receiving suc
to agree upon a SUCCeSSOr e3Crow t within suc

have the right to appoint a succes escrow agen
the state of California. The successor escrow age
instrument accepting such appointn and it shal

vested

t estat prope
row agent as if orig
i
e

e
e9y,

ies, rights,
1ally named a

and lia

a
e
with all
predecessor escr
Agent shall be di
agsumed by the r

sharged from any duties

scha
lacement agent.

(x) T

be only as set forth in this Agreement and shall

writing or document.
(k) Fees. The
formance of its duties hereunder shall be paid

1
iftv percent (50%) by the Company Sha
with the standard fee schedule
he fees and usual charges agreed upon
considered compensation for

t. In event that the

reholde

of the

ordinary ser
th

Y

conditions of

the

fulfilled, or if the Escrow Agent renders any ser
Agreement, or 1f the Parties request a substantia
if any controversy arises, or if the Escrow Agent

intervenes in, any litigation pertaining to the E
matter, the Escrow Agent shall be reasonably comp
services and reimbursed for all costs, attorney's

costs of in-house counsel, and expenses occasione
controversy or litigation. The Parent and the Com
severally, promise to pay these sums upon demdnd.

(ii) Offsetting of Not

entitled to cffset against the amount owing by

this Agreement

for se
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el and disbursementes n:
Agent in connection with the
£, including but not limited to

ect matter other than arising

The Escrow Agent may resign at
itten notice to the Parties;
until the

Ve 1
follows:

become effecti

11y
h notice. If the Parties
h time, the Escrow Agent shall
t authorized to do busines
nt shall execufe and
1, without furt
powers, and dut
s escrow agent.
bility under

agree

this

he Escrow Agent's duties shall
not be defined in any he
Escrow Agenf fees for
fifty percent (50%) by Parent
rs, jo]nfly and severally, in
n

Escrow It

rvices

Agent.
of the

vices as contemplated by this
is Agreement are not promptly
vice not provided for in this

1l modification of its terms, or
is made party to, or

scrow Fund or its subject
ensated for such extraordinary
fees, including allocated

=d by such default,
pany Shareholders,

delay,
Jointly

anicl

Parent

es .
eit

and Merger Sub shall
them to the Company

nareholders under the Notes, all or any portion of ti t of the Company
hareholders' Indemnities owing to Parent and/or to the Merger Sub in accordance
with this Section {an "Offset™).
{(a) Notice of Offset. If Parent or Merger
Sub elects to recover the amounts payable to Parent or the Merger Sub pursuant
to Company Shareholders' Indemnity by an Offset, then Parent shall
the Company Shareholders a written notice {the "OCffset Claim"), cont
copy of the OIflC@r'S Certificate described in Subsection 10.2(b),
Subsect below, a statement of the amount the Company Shaye olders'

ion 11.3(a),

Indemnity to bg satisfied by an Offset, the cblig
effective date of the Offset, which date shall be
the Parent or Merger Sub paid or properly accrued
Claim.

() Objections
after delivery of an Offset C

davys

Shareholders, Parent Ohall not be entitled to the
10.2(d) (ii) hereof and the Company Shareholder sh
default under the Notes, or any other cbligation
non—pavﬁent of the amounts claimed to be Off et

to evaluate the Offset Claim. After
aay period, the Of shall be deemed effec

specified in the Offset claim, unless the Compan
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Shareholders shall cbhbject in a written statement

ations to be Offse and the
the earlier of the date that
any Loss or Environmental

s to Offset Claim. For a period
laim to the Company

Offset pursuant to Section

all not be entitied to claim a
subject to the Offset for

to pernmt the Company
the expiraticn of such
of the date

thirty

tive as for Offset

delivered to Parent or the
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Merger Sub taking the Offset prior to the expiraticon of such thirty (30) day
period specifying in reasonable detail the basis of the objection (an "Offset
C i

im Objection™)

’

{c) Resolution of Conf Arbitration.

(i) If the Company Shareholders so
deliver an Offset Claim Objection within thirty (30) days after delivery of an
Cffset Claim, the Company Shareholders and Parent shall attenp‘ in good faith to
agree upon the rights of the res p@ct ve parties with respect to each of such
claims. If the Company Shareholders and Pafent should so agree, a memorandum
setting forth suc ree 11 be prepared and signed by both par
t e

n ot
indicating the amo Offset that is mutually agreeable.

)

n

N adg
il

ies

eement sha
unt, if any, of

(ii) If no such agreement can be
reached after good faith negotiation, either Parent or the Company Shareholders
may demand arbitration of ter unless the amount of the damage or loss is
at issue in pending 1liti with a third party, in which event arbitration
shall not be commenced until such amount is ascertained or both parties agree to
arbitration; and in eilther such event the matter shall be arbitrated in the
manner described in Subsection 10.2({(d) (1) {f), above; and judgment upon any award
rendered by the arbitrators may be tered in any court having jurisdiction. The
arbitrators shall determine how all expense elating to the arbitration shall
be paid, including without limitation, the respective expenses of each party,
the fees of each arbitrator and the administrative fee of the American
Arbitration Association.

(iii) During the pendency of any
dispute resolution process in accordance with this Subsection, the Company
fef e

Shareholders shall not be entitled to clai r the Notes, or any
other obligation subject to the Offset for non-payment of the mOun+~ lai
be Offset.

the Escrow

{111) Nonexclusive Remedies. Access to

Fund and an Cffset are not intended tc be the exclusive remedy to
Fowpamv Sharsheclders' Indemnities. Parent, Merger Sub, and the Enviroconme
ndemnitee's shall be entitled to bring suit, in law or in equity, to reguire

the Company Shareholders to satisfy any of its obligations under this Agreement,
1ic1uditg without limitation, the Company Shareholders' indemnity obligations

nder this Article X and/or under Article ¥I, the Lease, any other tten
agr@eme‘t between the parties or under applicable law and judicial equity.

ARTICLE XI
ENVIRCONMENTAL MATTERS
11. areholder's Environmental Indemnity. The Compan

haieh)?jeiu, severally, agree to protect, indemnify, defend, and
hold harmless Purchase Sub, Merger Sub, and their respective
shareholders, 1 tors, officers, employees, lessees, lenders, successors and
assigns, and each of them (herein an "Environmental lndemnitee ) from and
against any actual or threatened Environmental Ciaim that directly or indirectly
arises out of, iz in connection with or is a result of (i) a Pre-Existing
Envirouwentai Condition, (ii) any Environmental Activity conducted by or for
of the Companies, or their shareholders, directors, cofficers, employees,
iessees, lenders, successors or assigns on or before the Closing Date, i

Company's default or violat o
Frnvironmental Regulation, ( the performance or non-performance by the Compahy
Shareholders or theilr respective agents, employees, contractors, successors or
assigns of any Remedial Activity required to be performed by them pursu
this

ion on or before the Closing Date of an appli
i)

_42_
<PAGE> 50
Agreement, or (v) any inaccuracy in the representations set forth in Section
5.13, above. The foregoing are collective 1 rred to herein as "Company

'—"T)

Shareholders' Environmental Indemnity Obligations."

11.2 Adequate Protection From Loss. The Company Shareholders
acknowledge that their obligations under the foregoing Subsection will arise
upon the threat or institution of any Envircnmental Claim for which a Company
Shareholder is liable, and not merely upon the realization by the Environmenta
ndemnitee of an actual 1 T

oss. iJviefore, to preclude actual loss to the

Environmental Indemnitees, the Company Shareholders, jointly and severally,
further agree to complete the following wi thin ten (10} days following writ

tten
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demand from the ronmental Indemnitee with respect to any Environmental Claim
covered by the Conmdny Shareholders' Environmental Indemnity Obligations: (a)
pay such sums and ch acticn as an Environmental Indemnitee shall
reasonably request to protect such Environmental Indemnitee from saild
Environmental Claim; and (b) ade quater bond against, or make other provisions
reasonably acceptable to the Indemnitee, to prevent any lien, charge, fine,
injunction, encumbrance, or rest LlCtLun from being imposed or remaining of
record with respect t Ny Environmental Activity
conducted by the Companies.

11.3 Procedure For Tendering Envircnmental Claims. The following
procedures should govern the rights of each Envirconmental Indemnitee under this
Article:

Notice of "Claim". When any Environmental Indemnitee
learns of an Environmentdl Claim for which it wishes recovery under this
Agreement, it hdil promptly deliver to the Company Shareholders a certificate
signed by any officer of Parent (an "Officer's Certificate™): (A) stating the
grounds for recovery by Parent, Purchase Sub or Merger Sub in sufficient detail
to permit the Company Shareholders to understand the general basis for the
claim, {(B) specifving in reasonable detail the Environmental Cla for which
recovery 1s sought, and {(C) stating the date each such item was paid or
incurred, or the basis for anticipated lisbility; provided, however, that the
failure of Parent, Purchase Sub or Merger Sub to so notify the Company
Shareholders shall relieve the Company Shareholders of their cbligations under
this Agreement, olly to the extent that they are actually prejuuAced thereby.

() Reimbursement of Envircnmental Indemnitee Expenses. If the

Envircnmental
mdamn*tae,

Claim is for ezpenq” paid or 1

r

{7
written demand
bear interest from the
(as d@ferWJned by Citi
(the "Prime Rate

reim,ur sement

the

oxr

dema
any

d te of
“k N.A.,

¥

) Third Party Environment

brought or
"Third

threatened against an Env
then, 1

(a

person ty Claim" within
hareholders shall notify the Environmental T
tsnjer of the def to the Third Party Clai
Third Party Claim, the Company

steps necessary in the defense, pros
at their sole expense and with
1 Indemnitee (including, without
terclaims), and shall

engse

[

co

FL*VI on

a
mandatory coun

the ani*onmenfal Indemnitee's written demand for defense,

Shareholders

indermnify
7 nme 1 Indemnitee from a agains 1113
Environmental Indemnitee from and against an

ncurred by the Environmentsl

eimburse the :“xuronnkenta

Any amounts not »ai
nd until
successor t©

paic

al Claims. If the Environmental
ironmental Indemnitee by ther
seven (7) days following delivery
the Cormpany
ndemnitee that it accepts the
Upon assumpticn of the defense
shall promptly and diligently
ecution or settlement of such Third
cunsel reasonably acceptable to the
limitation, the interpcsition of
and harmless the

; protect
settlems: or judgment

an

In.

hold

reached,

cred, on such claim. However, except with the written consent of the

mental Indemnitee, the Company Shareholders may not consent to entry of
any judgment or enter into any o&LLLement (1) which deoes not include, as an
unconditional term,thereof a full and final release of the Environmental
Indemnitee from all liability with respect to all Environmental Claims that were
or should have been raised in the action or proceeding in guestion, (ii) which
includes as a term thereof any

_43_
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llmltati“n, restriction or other promise that may affect the Environmental
Indemnitee's conduct of 1ts Environmental Activities or other business (then or
in the four i}, or the Environmental Indemnitee's facilities or other assets, or
{ i cl any requirement for any payment by any Environmental
j to the Third Party Claim.

{d) Environmental Indemnitee's Defense Rights. Notwithstanding
going, at its election, the Environmental Indemnitee may elect to defend
rom any Third Party Claims that involves more than the mere payment of

cluding without limitation any Third Party Claim that may affect its

*es, Environmental ivitie or other business (then or in the future).

case, the Envire lermnitee may »leov s own counsel and defend
and/or settle such Third Party Claim on terms and conditions acceptable to the
Environmental Indemnitee; provided, however, that the amount of any such
settlement shall not be determinative of the liability of the Company
Shareholders to the Environmental Indemnitee pursuant to this Agreement and said
liability shall be limited to the reascnable amount of such indemnity

obligations under the terms of this Agreement
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(e) Company Shareholders' F
Party Claim. If the Company Shareholders do not ti

Third Party Claim covered by th
Chligations,

Company
then the muwlronmenLal Indemn

allure to

Shareholders'!
itee may
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Assume Defense of Third
accept the tender of a
Environmental Indemnity
action in defen

mely

take such

or settlement of such Third Party Claim as it deems appropriate and,

seven (7) days following written demand for payment,

shall (1) qlokhargo for the benefit of the Environmental Indemnitee(s

amount of any settlement of, or judgment entered on, the Third Parfy

reimburse the hnv;ronmental Indemnitee for all attorneys' fees, cost

expenses incurred by the Environmental Indemnitee(°) with respect to the Third
Party Claim. All sums owing by Company Shareholders under this subpa shall
bear interest from the earlier of (a) the due date of the Company Shareholders!
payment or (b) the date reimbursable amounts were incurred by the Envlr) wmental
Indemnitee, until repaid at the Prime Rate.

11.4 Survival of Environmental Representation. The representation by
the Company Shareholders set forth in Secticn 5.13, above, shall survive the
Merger and the MacLeod Purchases and continue until the statute(s) of limitation
for all available actions relating to the representations and warranties expire.

olders.
for itse

11.5 Waiver by The
able law, ny

Company Shar

each Compa Shareholder,

LS, successors and assigns, after consultatio
nvironmental Claims that the Company Sharehol

s, successors and assigns, may have against
with respect to all Remedial Activities that the Co

required to perform under this Article oth
Company Shareholders’

such Environmental

and any
Indemnity Obligations

~

Claim arising under CERCLA or a

{incluc

To the extent permitted by

1f and its heirs, lessees,

sn with counsel, hereby wailves
der and/or its helrs, lessees,
any FnV1Lo mental Indemnitee
ompany Shareholders may be

er matter covered by the

without
nvironmental

ding,
ny other

Requirement or arising for the benefit of the Company Shareholders under any
agreement between the Company Shareholders, any Company, the Parent, the
Purchase Sub and/or the Merger Sub), and agrees that it will not bring any
action nor will it cause any other person or Governmental Authority to bring any
or take any action against Environmental Indemnitees with respect to

any matter covered by ti Company areholder's Environmental Indemnity
Sbligations. For purposes of the preceding sentence and to the extent permitted
by applicable law, each Company Shareholder, for itself and its heirs, lenders,
lessees, successors and assigns walve the benefits of all laws which provide
that a walver of unknown claims is unenforceable or which would otherwise limit
the Company Shareholders's Indemmnity Obl,hublon covenants, releases and
walvers as set fo fh in this Article.

11.6 The Company Shareholders' Obligation to Perform Remedial
Activities. Notwithstanding anything to the contrary in this Agreement and, in
addition to theilr other remedies, the Environmental Indemnitees
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may reguire the Company Shareholders to perform any Remedial Activity (i) which
is qui by any applicable Environmental Reguirement in connection with or as
a consequence of any Pre-Existing Environmental Condition, and/or (11) which the
Environmental Indemnitee believes to be @a»OhabLV necessary to discharge,

svold, or mitigate the effect of any Environmental Claim arising out of or
relatluc to a Pre-Existing Condition which violates any Environmental
Requirement or of any breach of the representations contained in Section 5.13,
above; including without limitation, any Remedial Activity required by
applicable Environmental Reguirements with respect to Pre-Existing Environmental

Conditions
Section

or required to make the repre@entation°

5.13 true, and the acceptance

=nerator”™ responsibility for hazardous waste cre
medial Activities covered by the mpany Shareho

demand for
shall promptl
with
la

rdern i ty Upcn receipt of a written

ctivities, the Company Shareholders

complete such Remedial Activity in accordance

applicable Environmental Regquirements =
1

pe

of the Company Shareholders

by the Company Shareholders of

ated by the performance
lders' Envircnmental

rformance of such Reme
vy and diligently undertake

this Section 1d all
ws, rules, and regulations.

A1l such Remedial Activities requj*ed to be perforweu at any Existing Fuvllify
shall be perfo rmed only after Purcha Sub's written approval has been obtained
th respect matters relating to said activity, including, without
nitation, itity of all environmental consultants, contractors and
other persons performing the work, (ii) the plans and specifications for the
work, {(iii) the time and manner for the performance of the work, {(iv) the
precautions to be undertaken to protect the Owned Property or the ILeased
Premises, and the business of Parent, Purchase Sub, Merger Sub, and their
respective successors and assigns, from the conduct and effects of the work, (v)
the existence cf appropriate warranties, bonds and insurance with respect to the
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work, (vi) the source of payment for
yvstem, pre-treatment sy

work, and (viii) ti

he

et am

ovthudtjﬂ

Activity. During the conduc

give the Env
notice of all meeti
agents, emplovye

=

Governmental Authority or other person ass
Purch

ironme
ngs a

qtal
nd co

consultant

espect to the work and
such meetings and

participate in all

Shareholders' nor their

deliver any report,
recommendations, correspondence

sarp

shall

agents,

ling

or other

the work,
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(vii) the choice of any treatm
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results,
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C copies
warranties, and other wri

give Purchase Sub
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CTTL

expenses reascnably lncurred by the Environmonta
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by the Environmental Indemnitee until paid at

Remedial Activitie
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Sub and Companies,
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(herein an "Shareh

employe
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shall
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e3,

the BEnv
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remedial i
(other than

Yy

at least

ase St
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7

any Remedial A&f ivit

red to

pertf

eimburse

Sy

nt and Companie

ght to Perform
other rights and remedies under this Agr

Activi

erences

pure
such Governmental Anthority or th

or discontinuance of qny such Remedial
of a Remedial

CL
©
k
Ui

"y, the Company Shareh
three (3) days prior writ*e
he Company Shareholde or their
1@ hand and any

a Third Party Claim with

. Neither the Company

ltants or contractors shall

nvestigation, feasibility study,

1y mih;ster;al correspondence)
ird

Indemn l;@e, which consent sha

The Company Shareholders shall promptly

specifications, contracts, reports,

have the ri
sultants
-y
orm under 3
the Environm

arest thereon from

>s Environmental

Jjointly and severally, agree

Company
s, lessees,
older Envire

Shar

Lenders

alim that

7

eholders and

£

ings prepared in connection with any Remedial

Activities. In addition to its
Parent, Purchase Sub and Merger

perform or to cause any of their
actors, lessees, successors or

e Company Shareholders would
.13, abov The Company

D
]

1
ndemnitee for all costs and
Indemnitees in performing such
the reimbursable amount incurred

o

the Prime Rate.

Indemnity. The Parent, Purchase
to protect, indemnify, defend,
heir respective, directors,

successors and assigns, and each of them

Indemnitee™) from and against any actual

or threatened Enviroconmental C t directly or indirectly arises out of,
in connection with or is a result of (i) Contamination on or about any of the
Existing Facilities that is not a Pre-Existing Environmental Condition, (ii) any
nvironmental Activity conducted
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by or for any of the Companies, or thelr she ho Tders, directors, officers,
employees, lessees, leqier 51 after the Closing Date, (iii)
any Vompany's def 1081nq Date of an applicable
nvironmental Re the

Parent, Purchase

contr a,t(“rb, successcrs or as

performed by them
referred to herein

pursua

as "Companies' Environment

to

11.9 Adequate Protec
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by the Shar
preclude actual los
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signs of any Remed
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protect such Sharerl
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to the Shareholder
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Q
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recovery

Environmental
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ss to the St
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with

nies is

respect
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nite

wareholder
Jointly and
) days following written

or non-performance by
tive agents, 3
al ALt“Vlty required to be

; are collectively
ty Obligations."

The Parent, Purchase Sub and

r obligations under the foregoing Subsection will
any Envi
and not merely upon the realization

ronmental Claim for which the

actu

1 lcss. Therefore, to

Environmental Indemnitees, the Parent,

everall

v, further agree to complete the
demand from the Shareholder

o any Environmental Claim covered by the

Indemnity Ckligaticons:

Environmental In
Environmental Indemnitee

d again

or I

nvironmenta

{a) No

e learns

under

rOxr

the

tice
of
this

(a) pay such sums and take such
shall reasonably regquest to
from said Environmental Claim;

st, or make other provisions reascnably acceptable

egstriction
1 Inde

from be

mitee.

ironm

event any lien, charge, fine,

o
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al Claims. The followi

quht of each Sharelol ler Envircnmental Indemnitee
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m

"
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Shareholder Environmental

ronmental Claim for which it wishes

Agreement

7

it shall

promptly deliver to the
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Purchase Sub or Ceompanies a certificate signed by any authorized
L@pravgntaleg of Company Shareholders (a "Representative's
Certificate™): (A) stating the grounds for recovery by in

c it the Parent or Companies to understand the gene
the claim, (B) specifyving in reasonable detail the
Envirconmental Claims for which recovery is sought, and (C) =stating the
date each such item was paid or incurred, or the basis for anticipated
liability; provided, however, that the failure of Company Shareholders
to so notify the Parent, Purchase Sub or Companies shall relieve the
Parent, Purchase Sub or Companies of their obligations under this
Agreement, only te the extent that they are actually prejudiced
thereby.

detail to

}u

() Reimbursement of Envircnmental Indemnitee Expenses. If the
Envircnmental Claim is for expenses paid or incurred by the Shareholder
Environmental Indemnitee, then Parent, Purchase S Companies shall
reimburse the Shareholder Environmental Indemmi in seven (7)
days following delivery of the Shareholder onmental Indemnitee’'s
written demand for reimbursement. Any amounts not paid when due shall
bear interest from the date of the demand until paid at the rate of
Prime Rate (as determined by Citikbank N.A., or any successor thereto)
plus 3.0 percent per annum {(the "Prime Rate").

=

()

Claim is brought or r
Indemnitee by ancther pe
i

er

Other Party Environmental Claims. If the Environmental
e “hreatened against a Shareholder Environmental

2rson ("Other Party Claims"), then, within seven
(7) days following delivery of the Shareholder Environmental
Indenmltee's written demand for defense, the Parent, Purchase Sub or
Companies shall notify the Shareholder Environmentsl Indemnitee that
accepts the tender of the defense to the Other Party Claims. Upon
ssumption of the defense of Other Party Claims, the Parent, Purchase
Sub or Companies shall promptly and diligently

[

1

-46-

54
take all steps necessary in the defense, prosecution cr settlement of
such Other Party Claims at their scle expense and with counse
reasonably acceptable to the Shareholder Environmental Indernitee
{including, without limitation, the interposi T]on of mandatory
counterclaims), and shall indemnify, protect, and hold harmless the
Shareholder Envirconmental Indemnitee from and against any settlement
reached, or judgment entered, on such claim. However, except with the
written consent of the Shareholder Environmental Indemnitee, Parent,
Purchase Sub or Companies may not consent to entry of any ju@ﬁmen* or
enter into any settlement which does not include, as an unconditional
term thereof, a full and final release of the Shareholder Environmental
Indemnitee from all liability with respect to all Environ tal Claims
that were or should have been raised in the action

question.

in

{d) Sharcholder Environmental Indemnitee's Defense quh‘<.
Notwithstanding the foregoing, at its election, the Shareholde
Envirconmental Indemnitee may elect to defend itfself from Other Party
Claims. In such case, the Environmental Indemnitee may employ its own
counsel and defend and/or settle such Other Party Claims on terms and
conditions acceptable tc the Environmental Indemnitee; provided,
however, that the amount of any such settle t shall not be
determinative of the liability of the Parent, Purchase Sub or Companies
to the Shareholder Environmental Indemnitee pursuant to this Agreement
and said liability shall be limited to the reasoconable amount of such
indemnity obligations under the terms of this Agreement.

{e) Parent, Purchase Sub or Companies' Failure to Assumne

Defense of Third Party Claim. If the Parent, Purchase Sub or

do not leely accept the tender of Other Party Claims covered by the
Companies' Envircnmental Indemnity Cbli d*LOﬁp, then the Shareholder
anlr onmental Indemmitee may take such action in defense or settlement
of such Other Party Claims as it deems approorlafe and, within seven
(7) days fullcw;nj written demdnd for payment, the Parent, Purchase Sub
or Ccmpanies shall (i) di arge for t benefit of the Shareholder
Environmental Lndemnitee(s) the amount of any settlement of, or
Jjudgment entered on, the Other Party Claims, (1i) reimburse th
Shareholder Environmental Indemnitee for all attorneys' fees, costs and
expenses incurred by the Share ho:der Environmental Indemnitee({s) with
reapect to the Other Party Claims. All sums owing by the Par

Purchase Sub or Companies der this subpart shall bear interest from

5/31/2012 7:47 AM
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the earlier of {(a) the due date of the Parent, Purchase Sub or
Companies' payment or (b) the date reimbursable amounts were 1
by the Shareholder Environmental Indemnnitee, until repaid at the
Rate.

ncurred
I Prime

11.

i

1 Waiver by Parent, Purchase Sub or Companies'. To
permitted by applicable law, the Parent, Purchase Sub and Compan
themselves and ths affiliates, lessees, enders, successors and assigns, after
consultation with counsel, hereby waive all Environmental Claims that the
Parent, Purchase Sub and/cr Companies and/or their aifjliates, lessees, lenders,
iccessors and assigns, may have aga‘ st any Shareholder Environmental
demnitee with respect to the Compan

[95]
;:

In 195' Environmental Indemnity Obligations
(including, without limitation any such Environmental Claim arisi B
or any other Environmental Requirer or arising for the be

hj

urchase Sub or Companies under any agreement between the Company S

any Company, the Parent, Purchase Sub and/or the Merger Sub); and agrees that it

will not bring any action nor will it cause any other person or Governmental
Authority to bring any action or take any action aqai“ t the Shareholder

nvironmental Indemnitees with reapecf to any matter to the extent covered by
the Companies' Environmental Indemnity Obligations. For purposes of the

preceding sentence and to the extent permitted by applicable law, the Parent,
Purchase Sub and Companiss for themselves and their affiliates, lenders,

lessees, successors and assigns walve the benefits of all laws which provide
that a waiver o

f unknown claims 1s unenforceable or which would otherwise limit
the Companies' Environmental Indemnity Obligations, covenants, releases and

forth in this Article.

[N

S as set

_47_
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11.12 The F

rent, Purchase Sub or Companies' Obligaticon to Perform
Remedial Activities. Notwithstanding anything Lo the contrary in this Agreesment
and, in addition to their other remedies, the Shareholder Environmental
Indemnitees may require the Parent, Purchase Sub or Companies to perform any
Remedial Activity to the extent such Remedial Activity arises from the
Companies' Environmental Indemnity Obligations. Upon receipt of a writt
for performance of such Remedial Activities, the Parent, Purchase Sub or
Companies shall promptly and diligently undertake and complete such Remedial
Activity in accordance with this Section and all applicable Environmental
Requirements and other laws, rules, and regulations. All such Remedial
Activities required to be performed at any Existing Facility shall be perform
only after Company Shareholder's written approval has been obtained with res p
to all matters relating to said activity, including, without limitation, (i tne
identity of all environmental cconsultants, contractors and other persons
performing the work, (ii) the plans and specifications for the work, (
time and manner for the performance of the work, (iv) the existence of
appropriate warranties, bonds and insurance with respect to the work, {(v) the
source of payment for the work, (vi) the choice of any treatment system,
pre-treatment system or other technology to b wcorporated into the work, and
(vii) the continuaticn or discontinuance of any such Remedial Activity. During

n demand

ed
vect

ii) the

the conduct of a Ren@ﬂial Activity, the Parent, Purchase Sub or Cumpan' shall

give the Shareholder Envircnmental Indemnitee at least three (3) ddyo r

written notice of all meetings and conferences between the Parent, Pur e Sub

or Companies or thelr agents, employees, consultants or contractors on the one

hand and any Governmental Auth Orlfy or other person asserting Other Party Claims
to the work and shall permit Company Shareholders (or their

5

designese to participate in all such mestings and conferences. Neither the
Company Sharehclders' nor their agents, employees, consultants or contract
shall deliver any fepoyt sampling results, remedial investi

study, recormendation correspondence (other than purely mi
correspondence) or other documents or proposals to any such JOIQr“menfa
Authority or third party, without the consent of the Shareholder Environmental
itee, which cecnsent shall not be unreasonably withheld or delayed. The
Parent, or Companies shall promptly give Company Shareholders
coples specifications, contracts, reports, warranties, and other
writinc connection with any Remedial Activity.

Y
with respect
(s))

=

=

reholder's Right to Perform Remedial Activities. In
ts and remedies under this Agreement, Company
ction, shall have the right to perform or to cause a

1Y

f r agents, employees, consultants, contractors, lessees,
successors or assigns to perform any Remedial Activity that the Parent, Purchase
Sub or Companies would otherwise be reguired to perform as a result of, or
arising from buﬁp&hl@;' Environmental Inaewmlty Cbhbligations. The Parent,

Purchase Sub or Companies shall reimburse the Shareholder Environmental

Indemnitee for all costs and expenses reasonably incurred by the Shareholder
Environmental Indemnitee in performing such Remedial Activities, with interest

5/31/2012 7:47 AM
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thereon from the reimbursable amount incurred by t

ndemnitee until paid at the Prime Rate.
11.14 General Matters. The obligations an
s Article are in addition to, independent from

anc

7
obligations of the parties under all other pro
agreements between them. It is expressl
that neither the acts omissions of any p
1 Indemnitee or Shareholder Environmen
negligent, wrongful, in violation
agreement) nor any failure of any condition
Ahre@mM“k, shall impair the right of any other
Indemnitee Shareholder Envircnmental Indemnitee
defense cbligations, hold harmless covenants, rel
contalned in this Article, being under
in this Article are given in considera
contemplated by this Agreement and no
ocate risk of

hereto
Environment

or

active,
other

passis

pul”
or

N
covenantg it
the parties
transactions

perfoymdr@e, and are intended to all
covered by this Section between the partie
_48_
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events and without regard to the conduct of any pe
to exercise its rights under this Section and no d
or remedy her91n4er, at law or in equity, shall op
greements contain ed in this Article; nor shall tI
o

future time be

e or partial exercise of

exercise at any

delavy;

any

nor she

preclude any r re ercise thereof or t
or remedy. No*hinﬁ herein shall be limited by, nor
the rights or o the pany Sharehold
Companies or any Environmental Tna@w itee or Shar
Indemnitee under the Agreement, which rights and

he rights
transfer,

of said person hereunder.
Ry .

distinct from il
th ale,

or h

assignment,

Yy
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he Shareholder Environmental

d rights of the parties in
and severable from i
visions of this Agreement
acknowledged by all parties
rty hereto or of any
tal Indemnitee (wheth
of this Agreement or
contained elsewhere in
v or any other Environr
to enforce any indemni
ases, walvers and other
tood that the covenants of
t of the closing of the
ot consideration of future
loss with respect to the
s

s in all

any

this
ental

ties,

rson. No failure of any party
eld3 in exercising any right
erate as a walver of the

e parties be estopped to

cause of any such failure or
any such right or

the ercise of any other right
shall anything herein effect

ers, Parer L Purchase Sub,

eh Jde, Environmental

obligations are separate and
This Agreement shall survive

Envi tal

I onitl

Indemnitee, Shareholder Environmental Merger Sub, Purchase
Sub and Company Shareholders, or any of t“elr respective assets to any person
and the sale, transfer, assignment, or hypothecation of the Property to any
person. This Article is not intended to create, and shall not be construed to
create, any rights or remedies in any person other than the er
Environmental Indemnitee, Environmental Indemnitees, rent, rcha Sub,
Companies and the Company Sharshclders; and no other person shall assert any
rights as a third party beneficiary under this Article. Except as expressly
provided herein or contemplated hereby, nothing in this Agreement is intended to
relieve or discharge the cbligations or liability of any person (other than th
Environmental Indemnitees, Sharecholder Environmental Indemnitees, Parent,
Purchase Sub, Merger Sub, Companies and the Company Shareholders) with respect
to the matters covered by this Article XI.
ARTICLE XIT
SECURITIES LAW MATTERS
The parties agree as follows with respect to the sale or other

after Effectis the Parent

the Merger

isposition ve Time of

received in

of Shares.

I8

12.1 Dispo
arrant that the shares
hem hereunder are being

sition The Company
of Parent Common Stock
acguired and will be acqu
will be scld or otherwise dispose
n exemption from the registration reguirements un
does not require the filing by Parent cr Merger
registration statement, offering circular or other
Company Shareholders shall first supply to Parent
counsel (which s shall be satis
i an effective
Securities Act.

an

accounts and not

Su

counse J,

'f]@ate% esentin

ing lege

/
{
1 bear

Warrants shal

THE SECURITIES REPRESENTED BY TH

Comron Sto

Shareholde

ck and Warrants

represent and
acguired by

rs
Warrants being
ired for their own respective
d of, except pursuant to (a)
der the Securities which
b with the SEC of
document, 1in which case the
Merger Sub an opinion of
factorv to the Parent) that
registration statement file

Act,
any

and

g the Parent Common Stock and
IS CERTIFICATE HAVE NOT BEEN
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Warrants shall als

covering such shar
respect to such ce

13.1 Defi

following meanings:

12b~2 of the General Rule

on the date hereof.

whether personal o

operated, leased o
Environmental Acti

ilar Company, other than the Cwned Propert
e
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REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE
"ACT™), AND MAY NOT BE SOLD, TRANSFERRED OR OTHERWISE DISPOSED
o BY THE HOLDER EXCEPT PURSUANT TO AN EFFECTIVE REGISTRATION
STATEMENT FILED UNDER THE ACT WITH RESPECT THERETO OR IN
ACCORDANCE WITH AN OPINION OF COUNSEL IN FORM

_49_

AND SUBSTANCE SATISFACTORY TO THE ISSUER THAT AN EXEMPTION
FROM SUCH REGISTRATION IS AVAILABLE.

rent Common Stock and
te securities laws.

(b) The certificates prese nting the Pa
o bear any other legends recguired by sta

(c) Parent may, unless a registration statement is in effect

es, place stop transfer orders with its transfer agents with
rtificates in dFCOLdance with federal securities laws
ARTICLE XIIT
DEFINITIONS

ned Terms. As used herein, the following terms shall have the

"

"Affiliate™ shall have the meaning ascribed to it in Rule
les and Regulations under the Exchange Act, as in effect

"Assets" means all of the properties and assets of a
ies and the Leased P
r mixed, ta glble or intangible, wherever located.

“remises,

"Company Facility" is any real propel‘y which is or was owned,
r occuplied by any of the Compsanies or otherwise used for any

vity of any of the Companies, including without limitation any

facility which would be deemed to be "owned" or "operated" by any of the

Companies under th
Act, the Resource

local Environmental

the soil

U)

Recovery and Conservation Act, and any
I Reguirement

e Comprehensive Environmental Cleanup, Response and Liability
a en

¥ abi
vival - state or

D

=4

Fh

"Contamination” is the presence o any Regulated Substance in

groundwater, surface water, ambient air, or building materials of any

real property in a concentration which recuires any investigation, remediation,

removal, or monito
any Environmental

agreem
obligation or othe

leaking,

t, mortgage,

ring, or which otherwise exceeds the concentrati
Requirement.

ons allowed by

"Contract" means vy indenture, leass, s
indenture, restrictio will, t'”
~t, agreement or instrument, whet

r

"Ernvironmental Activity"™ i1s any discharge, emission, release,

dumping, dispcsal, generation, accumulation, storage, use,
t, transportation, transfer, recycling, manufacture,

gation, removal, remediation, release, exposure of others to, sale,

labeling, or distri

r=

bution of any Regulated Substance

or any product containing a

Regqulated Substance.

and all applicable
decrees, writs, co
jﬂrisd*i‘lon or ot

Regulated Substance, or an Environme

Environmental Law,
obligations create
contract concernin

"Ernvironmental Laws" and "Environmental Requirements" are a
(i) Environmental Laws, (ii) any and all orders, injunctions,
rmuni cat 1

ions, or rulings issued by a court =
ntal Authority with respect to Contamination, a
al Activity, or pursuant to any

as the same are now or hereafter amended, and (1ii)
d by any consent decree, settlement agreement or other
g Contamination, any Regulated Substance or any Environmental

er Governme

Activities created or entered into pursuant to any

<PAGE> 58
Environmental Law
of competent juris
Contamination, a R

or any order, injunction, decree or ruling issued by a court
diction or other Governmental Authority with respect to
equlated Substance, or pursuant to any Environmental I

"Ernvironmental Laws" are any and all statutes, J =5, ordinances, regulations,

or common laws of

any local, state, provincial, national, or international
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Jurisdiction which regula prohibit, impose liability with respect to, govern
or relate to pollution, @untangnatlou any Regulated Substance, any
“Viyowmental Activity, or public health or safety, including without

mltdtjhn, the Comprehensive Environmental Response Compensation and Liability

1980, as amended by the Superfund Amendment and Reauthorization Act of

Resource Conservation and Recovery Act of 1976, the Hazardous Waste
te of 1984, the Hazardous Materials Transportation Act, the Clean Water
e Clean Alr Act, tho T DS trol Act, the Federal
Insecticide, Fungicide an odenticide Act, the Emergency Planning and Community
Right-to-Know Act of 1986, the Occupation Safety and Health Act of 1970, and the
state counterparts thereof, as any of the foregoing may be amended from time to
time.

ic Substances Co

"Environmental Claim” means any and all property damage,
odily injury, personal injury, nuisance, tort, breach of contract, breach of

ease, or other causes of action, any and all governmental enforcement,
an-up, removal, remediation, investigation, monitoring, health evaluation, or
sure actions or proceedings, any and all indemnity, contribution or other
- recovery actions and proceedings under CERCLA, RCRA, any eguivalent state
tutes, common law or reement, any and all judgments, deficiencies,
juncf;ons, actions, sui fines, penalties, or deman and all
attorneys', experts', accountants', and other professional fees and
and any and all other liabilities, liens, encumbrances, losses, costs, e
and damages, threatened, instituted, claimed, or imposed against, or pai
incurred by an indemnified party, whether foreseeable or unforeseeable,
uspected or unsuspected, conditional or unconditicnal, known or unknown at the
Jate of this Agreement.

[

G Q
1o pa
O (P
u

0w Q
F 0
[
ot

O u

"Environmental Permits" are all approvals, permits, licenses,
environmental clearances and consents reguired by any Environmental i
for the conduct of any Environmental Activity or
Companies.

the businesses of

t+

identified on
sments, and studies

.13, and all of th
scheduled reports.

0
03]

)}
Ul

Exchange Act"™ means the Securities Exchange Act of 1934, as
amended.

Properties, the Leased

for the benefit of the

the Closing Date, or any
pﬂ“ted discharged,

e Closing Date are at any

"Existing Facilities" are t

Premises, any other property owned, operated,
Companies or thelr respective businesses on o
property to which Regulated Substances genera
released, or disposed of by any Company on or
time deliver

12 all vehicles, machinery, equipm

!
nts, furniture and fixtures used by or

r—f

ools, supplies

located on the premis"s of the Companies or set forth on the Current Balance
Sheet or acguired by the any of Companies since the date of the Current Balance

heet.

0

"GAAP" means generally accepted accounting principles in
affect in the United States of America from time to time.

"Gover

ental Authority"” means any tion or government, any
state, regional, local or cother political subdivision thereof, and any entity or
official exercising executive, legislative, judicial, requlatory or
administrative ILJUCLionS of or pertaining to government.

—51 -
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"Lien" any mortgage, pledge, security interes
encunbrance, lien or charge of any kind (including, but not limited to, any
conditional sale or other title retention agreement, any lease in the nature
t“ereof and the filing of or agreement to give any financing statement under
the Uniform Commercial Code or comparable law or any juriadiction in connection
with such mortgage, pledge, sescurity interest, encumbrance, lien or charge).

"Material Adverse Change (or Effect)" means a change {(or
effect), in the condition (financial or otherwise), properties, assets,
iabilities, rights, obligations, operations, business or prospect
,) individually or the aggregate, is materially adverse to such
entity's condition, properties, assets, liabilities, rights, cbligations,
operations, business or prospscts.

5
s which change
e

o
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"Net Worth"™ means a Person's total assets less total
1lis s reflected on its balance sheet prepared in accordance with GAAP
as cular date.

"Parent Shares™ means the shares of Parent Common Stock which
wlders will receive in connection with the Merger.

the Company Share

"Person” means an individual, partnership, corporation,
business trust, joint stock, estate, trust, unincorporated associ
venture, Governmental Autherity or other entity, of whatever natu

"Pre-Existing Environmental Conditions re (i) the presence
as of the Clo*ing Date of Contamination at any Existing Facility, (ii) the
presence of Contamination at any property as a consegquence of the migration by
any means and at any time of the Contamination described in <ubpart (i}, of this
sen*@nce, (iiil) the presence, {other than those tanks des bed on attached
Schedule 5.13) of any underground storage tank, PCB containing fluids, raden
gas, or radicactive materials at any Existing Facility, (iv) the exposure, on or
before the Closing Date, of any person to any Regulated Substance in the course
of any Environmental Activity conducted by any Company, or its agents,
smployees, or contractors con or before the Closing Date, without regard to
whether any effect of the exposure has been manifested as of the Closing Date,
{v) the absence of any Environmental Permit, business license or other
governmental consent as of the Closing Date required for the ownership or

operation of the Owned Properties, the Leased Premises or the BRusiness in the
anner such assets were owned and operated by the Cormpany Shareholders and the
Companies as of the Closing Date, (vi) any condition or facts disclosed by t ]
Environmental Reports and (vii) any other circumstance existing on the Closing
Date and relating toe Regulated Substances, Contamination, Environmental P%ImL s,

f the Environmental ACL;VltleS that prevents or hinders the Companies fLom
ining all permits and approvals of Governmental Authorities reasonably

ssary for the ownership and operation of the Owned Properties, the Leased
miszes or the Business in f“e manner such assets were owned and operated by
Company Shareholders and the Companies as of the Closing Date.

o

"Proprietary quhL“" means patents, patent applications,
service marks, trade names, trade se proprietary
rights and ;i censes, proprietary rights ocesses,
development in progress, and any and all
in

intellectual property including, without limitation, all things
disc red, developed, made, perfected, ilmproved, designed, engineered, devised,

OV
aoqui;ed, produced, conceived or first reduced to practice and that pertain to
d in the applicable business or that are relevant to an understandi
or to the development of the applicable business or to the performance by the
products of the applicable business of their intended functions or purpose

whether tangible or intangible, in any stage of development, including withouf

limitation, enhancements, designs, technology, tions, works
or authorship, formulas, processes, routines, subrc es, techn ques, concepts,
object oode, flow charts, diagrams, coding sheets, source code, listings and
annotation programmers' notes,

<PAGE> 60

information, work papers, work product and cther materials or any types

whatsoever, and all rights of any kind in or to any of the foregoing; an

"Register, " LeQLSLLLe " and "registration" refer to a
of

registration of the offering and sale securities effected by preparing and
filing a registration astatement in Compl]anoﬂ with the Securities Act and the
declaration or ordering of the effectiveness of such registration statement.

constituent thereof, whether liquid, solid, semi-solid, or gaseocus, which is

"Regulasted Substance”™ is any substance, material, or waste, or
designated by any Governmental Authority as raﬂ;oa”tive, toxic, or hazardous, or

hich is otherwise regulated, listed, or prohibited by any statute, rule,
ordinance, regulation, treaty, or common IQW'aa a danger to health, reproduction
or the env1ronment (including without limitation solvents, peoroieum, crude oil

c jo¥c] egticides )< os containi materials E ol s radicactive
fractions, saticides, a s contalning materials, radon gas, radiocactive
sstances, blood, biclogica ials used in or produced from the diagnosis,
eatment or lmmunization of human beings als - from researc - testing
treatment or immunization of human beings or animals or from research or te
pertaining thereto, and medical "sharps" waste), and any other waste, debris,

7
garbage, household waste, solid waste, ligquid waste, special waste, recyclable
- 1

Ul

[on

®

wn
= ot

mate

Su

-

aterials, sludge, used 0il and other petroleum, vard trash and any other
discarded material which is regulated or prohibited by any statute, rule,
ordinance, regulatiocon, treaty or common law. For the purposes of this agreemen

54 of 72 5/31/2012 7:47 AM



e -
cffice "Re

Janitorial or supplies are not

only in customary quantities and solely £

purposes, they are disposed of off-site 1
Requirements, and no permit or approval n

Authority for such use.

¥

"Remedial Activities”

means t
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gulated Substances" if they are used
for general office and janitorial

n compliance with Environmental
ust be obtained from any Governmental

he reporting, investigation,

r e feasibility study, health essment, risk assessment,
remediation, treatment, removal, transport, or other activity incident to the
investigation, remediation, removal, or monitoring of any Regulated Substance.

"Securities PAct” means the Securities Act of 1933, as amended.
"SEC" means the Securiti and Exchange Cormmission.

"Tax Return" means any tax return, filing or information
~atement required to be filed in connection with or with respect to any Taxes;

and

"Taxes" means all taxes, fees or other assesswments, including,
but not limited to, income property, sales, use, value-added,
franchise, intangible, withholding, social security and unemplovment ta
imposed by any federal, state, local or foreign governmental agency,
interest or penalties related thereto.

"Transfer Documents" shall mean the Assignment and Assumption
Agreement and the Bill of Sale.

13.2 Other Definitional Provisions.

All ned in this Agreement shall have the defined
meanings when used in an es, reports or other documents made or
delivered pursuant hereto unless the context otherwise requires.

() Terms defined in the singu shall have a comparable

aning when used in the plural, and vice versa.
_53_
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(c¢) All matters of an accounting nature i

his Agreement and the transactions contemplated hereby shall be Aeterwnned in
accordance with GAAP applied on a basis consistent with prior pericds, where
applicable.

(d) As used herein, the neuter gender shall also denote the
masculine and feminine, and the masculine gender shall also denote the neuter
and feminine, where the context so permits.

ARTICLE XIV
TERMINATION
14.1 Termination Prior to Closing. This Agreement may be terminated at
any tTime prior to the Closing:

{a) by mutual written con at
any time prior to the Closing; or

{(b) by Parent 1f it is not in material h of 1ts
obligations under this Agreement and there has been a mat al breach of any
representation, warranty, cos ment contalﬁed in this Agreemsnt on
the part of any ; the Company Shareholders or the Trust and such breach
has not been ﬁured within ten (10) calendar days after written notice to such
Company, the Company Shareholders and the Trust (provided that, no cure period
shall be reguired for a breach which by its nature cannot be cured);

(c‘) by the Companies, the Company Shareholders and the Trust

tcr al breach of their obligations under this Agreement a
be teri breach of any represe tion, warranty, cov r
agreement contai in this Agreement on the part of Parent, Merger Sub or
Purchase Sub :nd Such breach has not been cured within ten (10} calendar days
after written notice to Parent (provided that, no cure period shall be required
for a breach which by its nature cannct be cured):;
(d) by the Parent, Merger Sub and Purchase Sub if shall

550f72
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action taken

be any
promulgated

or any statute, rule,
or issued or deemed applicable to

edgu

u‘ho:ALy, which would: {i) prohibit Parent's,
any of the Companies' ownership or operation of
of any of the Companies or (ii) compel Parent,
of the Companies to dispose of or hold separate
or assets of any of the Compd“;e or Parent as
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lation or order enacted,

the Merger by any Governmental

Merger Sub's, Purchase Sub's or
all or a portion of the business

Merger Sub, Purchase 3Sub or any
all or a portion of the business

a result of the Me

MacLeod Purchases or the South Gate Purchase; or
(e} if the Closing shall not have occurred by January 31,
1997.
(f) In the event of te ination of this Agreement to
Section 14.1, this Agreement and the Plan of Merger shall for th ith id;
provided, however, that nothing herein shall relieve any party from
for the breach of any of its representations, warranties, covenants or
agreements set forth in th Agreement prior to its termination; provided
further that, the provisions of Sections 7.7 and 7.8 of Article VII of this
Agreement shall remain in full force and effect and survive any termination.
14.2 Termination g. If the Class A Note is
full on or prior to its date, the $500,000 initia
payment set forth in Section up to £400,000 of any
_L —_
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additional prepayment of the Class A Note) shall be retained by the Company
Shareholders and shall be deemed to be liquidat@d damages for non payment of the
Class A Note and this Agreement shall terminate.
Upon s ination (1) all shares of Parent Common

sSu
in the

k and Warrants held Escrow Fund shall be returned to Parent and
nt shall have no liability to the Companies or the Company Shareholders,
all obligations of the Parent under the Class A Note shall terminate and
Company Shareholders will be permitte p the collateral pledged under
Class A Note, (11i) all OP71qat OT under the Class B Note
Sndll terminate and the Company Sharehc permitted to keep the

collateral pledged under the Class (iv)
cancelled, (v) any agreements executed by the P
this Agreement, including the Non-competition

Purchase Note shall be
arties hereto and contemplated by
Enployment nd Stock Pledge

Agreements shall termina and (vi) the Trusu =] reguired to purchase the
South Gate Property on the terms set forth below

(b) Upon any ination of this Agreement after the ssing
as contemplated by this Section 14.2, the Trust shall be obligated to rchase
the South Gate Properfx and the Purchase Sub Shkll be obligated to se t
forth in this Section 14.2(b). Within ten egs days following
termination, the Trust shall deliver ont the repurchase pr
South Gate Property, consisting cof (i ertified check or wi in
the amount of $£400,000, (ii) the origi ed Purchase Note,
"cancelled, ™ and (iii) if Parent has or any amount ocutstanding from
Tokai under the Line of Credit and/or Control under the Pollution Loan

Agreement on behalf of
has otherwise supplied monies to any of
prior written consent (collectively, the "Cash
from all of the Companies in the form attached
amount equal to t amou of the Cash Infus
or notes executed by TIan MacLeod and (C) a deed
Exhibit J-2 granting Parent a first priority se
Property in an amount equal to
to Parent, Parent 11 deliver
property to the Trust and (iv)

Credit, a complete release from

Trojan or MacLeod Metals
or

ion

W1

In the event the

Sub an aggre gafe of >45,OOO

nfusions.
u?f documents 1 =

siness days

Section
MacLeod's
a promissory note
in the principal

with
Tan

in accordance
Companies with
Infusions™) (A)
as Exhibit J-1
s, (B) a guarantee of 1 note
of trust in the form attached as
curity inL@:e“‘ the South
Upo; very of

9.1A,

S

in Gate

such items
ary to reconvey such
of the Line of

under such guarantes.

o

‘o
u

a guaran

to deliver the items
ribed therein,

ve, the Trust
month that the

sC
14.2(b), abo
per month for each

ch

items sﬁGCLf j in such subsection are not dellvereq.

(d) The parties acknowledge and agree that it is difficult or
impossible to determine with precision the amount of damages that would or might
be incurred by the Company Shareholders i1if such a termination were to occur. It
ig understood and agreed by the parties that if the Company holders shall
be damaged by an event descri (i) it would be impr ble or

tremely difficult to fix the actual damages resulting therefrc (ii) any sums
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which would be payable by Par Sub and Purchase Sub under this
Agreement are in the nature of ligui damages, and not a penalty, and are
fair and reascnable, and (iii} such payment represents a reascnable estimate of
fair compensation for the losses that may reasonably be anticipated from the

occurrence of any such events, and

hall be the sole and exclusive mesasure of
damages with respect to any s h liguidated damages have
been pai of ¢ . Agreern arent, Merger
Sub and Purchase Sub shall be relieved of any 11 respect of
damages relating to the fact or circumstance giving rise to such liquidated
damages.

ch occurrence.

ARTICLE XV

GENERAL PROVISIONS

15.1 Notices. All notices, requests, demands, claims, and other
communications hereunder shall be in writing and shall be delivered by certified

or regi
or fac

ered mail (first class postage prepaid), guaranteed overn
mile transmission 1f such transmissicn i1s confirmed by 4

certified or registered mail (first class postage prepaid), to t

addresses and tele er

which such party s

ight delivery,
ivery by

following
copy numbers {(or to such other addresses or telecopy numbers
all designate in writing to the other party):

(a) if to any of the Parent, Merger Sub or Purchase Sub to:

Metal Management,
500 N. Dearborn,
Chicago, IL 60610
Attn.: Chief Executive Officer
Telecopy No.: (312) 645-0714

Goodrich & Rosati
Road
94304-1050
ert T. Clarkson, Es
493-6811

(b)y if to any of the Companies, the Company Shareholders or the
Trust to:

Tan and Marilyn MaclLeod
960 Palcs Verdes Drive North

29
Rolling Hills, CA 90274

with a copy to:

"
-
i}
+
(6]
o+
=y
[0
=1
w
9]
5
9
]

O
©
=}
o

Chemical Trust Company of California
101 California Street, Sulte 2725
San Francisco, CA 94111
Attn:Cecile Bobey

Telecopy No.: (415) 693-88

w

U
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15.2 Entire Agreement. This Agreement (including the Exhibits and
Schedules attached hereto) and cther documents delivered at the CI ing pursuant
hereto, contains the entire understanding of the pa - its

subject matter and supersedes all prior agreen : {oral or
written) between or among the parties with res to such subject matter. The
Exhibits and Schedules constitute a part hereof as though set forth in full

above

5.3 Amendment; Waiver. This Agreement may not be modified, am
supplemented, canceled or di rged, except by written instrument execut
all parties. No failure to exercise, and no delay in exercising, any ri
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58 0f 72

hitp://www.sec.gov/Archives/edgar/data/795665/0000891618-97-000058 txt

-

power or privilegse under this Agreemns shall cperate as a walver, nor shall
gingle or partial exercise of any right. power or privilege hereunder preclude
the exercise of any other right, power or privilege. No walver of any breach of
any provision shall be deemed to be a waiver of any preceding or succeeding
breach of the same or any other provision, nor shall any waiver be implied from
any course of dealing between the parties. No extension of time for performance
of any obllgations or other acts hereunder or under any other agreement shall be
deemed to be an extension of the time for performance of any other cbligations
or any other acts. The rights and remedies of the parties under this Agreement
are in additicon to all other rights and remedies. at law or equity, that they
may have against each other.

(

15.4 Binding Effect nt. The rights and obligations of this
Agreer shall bind and inure t¢ benefit of the parties and their
respective successors and assigns. Nothing expressed or leL ied herein shall be
construed to give any other person any legal or equita“l@ rights hereunder.

Except as expressly provided herein, the rights and obligations of this

“
=]
i
(O]
+.Q
]
o 3
D

Agreement may not be assigned by the Companies or the Company Shareholders
without the prior written consent of P” rent .

15.5 Counterparts. This Agreement may any number of
counterparts, each of wn“ch shall be an origina £ which togeth

constitute one and the same instrument.

15.6 Interpretation. When a reference is made in this Agreement to an

r , section, paragraph, clause, schedule or exhibi such reference shal

be deemed to be to this Agreement unless otherwise indicated. The headings

contained herein and on the sch,dul@s are for reference purposes only and shall
t af

not affect in any way the meaning or interpretation of this Agreement or the
schedules. Whenever the words "include,” "includes" or "including" are used in

be deemed to be followed by the words "withou
of

t, they shail
e the essence in this Agre

*mitaﬁion." Time shall be

15.7 Governing Law; thg‘p shall be construed
in accordance with and governed for of the State of
California applicable to contracts execu 1 Lo be wholly performed within

uch State

L5}

15.8 Arm's Length Negotiations. Each
and warrants to all other parties hereto that
Agreement, saild party has fully informed itself of teI‘J, cot
conditions and effects of this Agreement; (b) said pdrfy has reli
conpletely upon its own judgment in executing this Agreement; (c) =ald party has
had the opportunity to seek and has obtained the advice of counsel before
executing this Agreement; (d) sald party has acted voluntarily and of its own
free will in executing this Ag re@m,nt; (e} sald party is not acting under
duress, whether economic or physi in executing this Agreement; and (f) this
Agr t is the result of arm':s egotiations conducted by and among ti
parties and their respective co Fach party herein expressly waives any
ule of ceonstruction which coul strue a document against the drafter.

o,

MAC 0]
:5
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15.9 Severability. If any term, provision, covenant or condition hereof
of this Agresement, or any application thereof to a particular circumstance or
matter should be 1d by a court of competent jurisdiction to be invalid, wvoid
or unenforceable, in whole or in part, all other g
and conditions herecf and all applications thereof not held inva
unenforceable shall continue in full force and effect and shall in
affected, impaired or invalidated thereby.

-+

rms, provisi

NS,

H
o
&
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IN WITNESS WHEREOF, the Parent, Merger Sub, Purchase Sub, the
Companies, the Company Shareholders, the Trust and the Escrow Agent (as to
Article X only) have caused this Agreement to be duly executed and delivered as
of the day and year first above written.

METAL MANAGEMENT, INC.
a Delaware corporation

Gerard M. Jacobs

Name: GCerard b Jacobs
Title: PIESLdent

5/31/2012 7:47 AM
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MMI ACQUISITICN, INC.
a California corporation

Name: T. Benjamin Jennings

Title: President

CALTFORNIA METALS RECYCLING,
a California corporaticn

Macl.eod

Name : Tan MacLeod
Title: President

MACLEOD METALS CO.
fornia corporation

Narme : Tan MaclLeod
Title: President

[ACQUISITION AGREEMENT]

_59_

FIRMA, INC.
a California corporaticn

Tan MaclLeod

Narme : Tan MaclLeod
Title: President

FIRMA PLASTIC CO., INC.
a California corporation

By: /s/ Tan MaclLeod

Name : Tan MacLeod
Title: President

TROJAN TRADING CO.

fornia corporation

By: /s/ Ian MacLeod

Name : Tan MacLeod
Title: President

CHEMICAL TRUST COMPANY OF
CALIFORNIA

INC.
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/

Name :

Title: resident

COMPANY SHAREHOLDERS

Marilyn MacLeod

MACLEOD FAMILY TRUST DATED
JANUARY 30, 1993

© lon Macleod, Co-Trustes
By: /s/ Marilyn MacLeod
"""""" Marilyn Macleod, Co-Trustee
[ACQUISITION AGREEMENT]

_6(}_

</TEXT>
</DOCUMENT >

>CONSENT OF PRICE WA

ERHOUSE LLP

Exhibit 23.1
CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

We hereby consent to the use of cur report dated November 25, 1996 relating to
the MaclLeod Group included in or made a part of this Form 8-K.

/a/ Price Waterhouse LLP

Chicago, Illincis
January 14, 1997
</TEXT>

</ DOCUMENT >

<DOCUMENT>

CONSOLIDATED FINANCIAL STATEMENTS

THE MACLECD GROUP

CONSOLIDATED BALANCE SHEET

1

s

AS

,
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<TABLE>

<CAPTION>
<35>
CURRENT ASSETS:

Ca and cash equivalents
Acoounts receivable (Note 2)
Notes receivable (Note 3)

(Note 4)
ald tax a
pald expenses and deposit

{(Note 10)

Total current assets

ERTY AND EQUIPMENT, (Notes 5 and 9)
CTHER ASSETS

RESTRICTED CASH

net

(Note 9)

LIARILITIES AND STOCKHOLDERS'

CURRENT LIABILITIES:
Lines of credit (Note 8)
Accounts payable and accrued expen
Current Portion of Long Term Debt
Income taxes pavable ({Note 10)
Note pavable to Stockholder (Note 7)

= (Note 6)
Note 9)

=

— 0

Total current liabilities
LONG-TERM DEBT (Note 9)

DEFERRED TAX LIABILITIES (Note 10)

Total liabilities

STOCKHOLDERS ' EQU
Common stock ( >
Retained earnings

Total stockholders' equity

Total liabilities and stockholders' eguity

</TABLE>

The accompanying notes

o
<PAGE> 2
THE MACLECD GROUP

JIDATED STATEMENT OF

<TABLE>
<CAPTION>

INCCME

YEAR ENDED
JUNE 30,
1996

=
~ o~
O Ol

groy 1oy 6y @0
e = ) ] O N

N
N
~
O W0 ]

S 800,000
1,011,087
65,000
313,244
160,000

an integral part of these financial statements.

32,607,016
1,794,719
300,000
1,294,299
;283
20,053

U
|
I
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87,384,204

YEAR ENDED
JUNE 30,
564
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<S> <C> <C>
REVENUES $32,536,161 $21,877,502
COSTS AND EXPENSES:
of sales and other operating expense 32,780,498 32,076,368 20,385,403
general and admirn trative expenses 930, 664 1,224,724 1,049,611
Depreciation and amcrtization 230,475 306,743 302,539
33,941,637 33,607,835
(LOSS) INCOME FROM OPERATIONS (1,405,476) 1,478,643 139,949
OTHER INCOME (EXPENSE) :
Interest income 36 43,283
Interest expense (44 (149,251)
Net gain (loss) on asset 4 (5,926)
Other 141 364,601
(LOSS) INCOME BEFORE INCOME TAXES 1,616,576 392,656
(BENEFIT) PROVISICN FOR INCOME TAXES (244,914) 554,353 191, 657
NET (LOSS) INCO S (801,008) $ 1,062,223 = 200, 999

</ TABLE>

The accompanying notes are an integral part of these financial statements.

-

THE MACLECD GROUP

CONSOLIDATED STATEMENT OF STOCKHOLDE

EQUITY

<TABLE>
<CAPTION>
Commen Stock

Shares Amount Tota

<S> <C> <C> <C> <C>
BALANCE, June 30, 1993 56,200 $56,500 $3,887,629 $3,944,129
Net income - - 200,999 200, 999
Distri i - - (60,859) (60,859)
BALANCE, June 30, 1994 6,200 56,500 4,027,769 4,084,269
Net inc - - 1,062,223 1,062,223
Distribution - - {100, 000) (100,000}
1995 6,200 56,500 4,989,992 5,046,492
- - (801,008) (801, 008)
- - (50,000) (50, 000)

BALANCE, June 30, 1996 56,200 $56, 500 54,138,984 $4,195,484

</TABLE>
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The accompanying notes are an integral part of these financial statements.

_.4_

THE MACLECD GROUP

CONSOLIDATED STATEMENT OF CASH FLOWS

YEAR ENDED YEAR ENDED Y
JUNE 30, JUNE 30,
1996 1995
<S> <C> <C> <
OPERATING ACTIVITIES:
Net income (loss) S (801,008) 81,062,223 s

Adjustments to reconcile net income to net cash
provided by (used in) operating activities -

depreciation and amortization 306,743
Deferred income taxes (18,537)
Bad debt reserve 18,457
Gain (loss) on sale of (2,054)

{Increase) decrease 1n

Accounts receivable
Invento
Tncome tax refund receivable
Income tax deposi
Prepald expenss
rease (decrease) 1n o

o

S

and deposits
rent liabiliti

Accounts payable and accrued expe 533,04 (208, 698)
Income taxes pavable (339, 905) 388,971
Other (8,160) (1,553)
Net cash (used in) provided by operating activities (2,091,244 2,433,717
INVESTING ACTIVITIES:
se of property and equipment (345, 630) (267,209)
Proceeds from sale of property and eguipment 2,443 58,317
Notes receivable issued (625,000) -
Collections of note receivable -
Net cash (used in) provided by investing activities (858,254) (208,892)
FINANCING ACTIVITIES:
Net borrowings (repayments) on lines of credit 300,000 (300, 000)
Repayment of lonce (73,036) (65,000} {
Proceeds from bo 160,000 -
Distributions (50,000) (100,000)
Net cash provided by (used in) financing activities 836, 964 {(465,000)
NET (DECREASE) INCREA CASH
AND CASH EQUIVALENTS (2,112, 534) 1,759,825
CASH AND CASH EQUIVALENTS, beginning of pericd 2,607,016 847,191
CASH AND CASH EQUIVALENTS, end of periocd I

£2,607,016 S

</TABLE>
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THE MACLECD GROUP

<TABLE>
<CAPTION>

SUPPLEMENTAL CASH FLOW INFORMATION:

hitp://www.sec.gov/Archives/edgar/data/795665/0000891618-97-000058 txt

Cash paid during the periocd for:
<35> <C> < <C>
Interest 3142,667 g $149,251
Income taxes 5505, 037 3 S 29,666
</TABLE>
The accompanying notes are an integral part of these financial statements.
_6_
<PAGE> 6
THE MACLECD GROUP
NOTES TO FINANCIAL STATEMENTS

NOTE 1 -THE CCOMPANY AND ITS SIGNIFICANT ACCOUNTING POLICIES:

THE COMPANY

The MacLeod Group (the Company) is a group of entities under comron control
which are primarily engaged in the recycli £ bot rrous and non-ferrous

ther recycled materials including plastic and scrap
' Company's processing facili ocated in Sout
. The Company also operates sev in the
metropolitan Los Angeles area. The Companv sells the majority o scrap metal
to customers in the United States. The MaclLecd Group consists o companies
under common ownership, which are as follows

MacLeod Metals, which began operations on July 1,

1969, is engaged in recovery

of tin from "tin plate" and production of shredded steel scrap for use as

precipitation iron by the copper mining industry. MacLecd Metals alsc provides

management services and financial suppoert to the four related companies in the
roup.

Trojan Tradi beoan operations on July 1, 1991, 5 ily involved in

buying scrap d power cable from public i panies and
other manufacturers. Trojan Trading provides processing through related parties

within the MacLeod Group and markets the finished product locally and
internationally through trading and broker relationships.

Firma, Inc., which began operations in 1983, provides chopping services to ascrap

metal dealers and other companies within the Macleod group.

Firma Plastics, Inc., ich began operations

rubber insulation cable jackets removed from cable
during recovery of copper and aluminum scrap.

California Metals Recycling, Inc., which began operations
ngaged in the recycling of "California Redemption Value"
aluminum and non-aluminum cans, as well as miscellanec
copper, stainless steel, newspaper and other recyclable
The Company entered into a letter of intent dated as of August 6, 1996, as
amended, whereby Metal Management, Inc. (MMI), formerly General Parametrics
Corporation, would accuire all of the Company's outstanding stock in exchange
for approximately 725,000 shares of I common stock, w
tillion shares of MMI common stoc d proximately $6.5 mil
transaction was approved by MMI': cl lders on September 30,
anticipated to close before )e@amle 31, 1996.
_'7_.

<PAGE> 7

THE MACLEOD GROUP
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NOTES TO FINANCIAL STATEMENTS

NOTE 1 - THE COMPANY AND ITS SIGNIFICANT ACCOUNTING POLICIE
(CONTINUED)

PRINCIPLES OF CONSOLIDATION

accompanyling consolidated financial statements include the accounts of the
rol which comprise the Company. All material
ercompany balances and transactions have been eliminated.

ities under common <

USE OF ESTIMATES

The preparation of financial statements in accordance with generally accepted
accounting principles requires management to make estimates and assumptions that
affect the reported amor the date of the
financial statements and the reported amo s of revenues and expenses during
"he reporting period. Actual results may differ from these estimates.

1ts of assets and liabilities

CASH, CASH EQUIVALENTS AND RESTRICTED CASH

Cash and include cash on hand, 1d highly liquid
investmen

L matu 1
represents n deposit with an ocutside lender
current borrowings. These funds are not legally restri

ricted cash

ACCOUNTS RECEIVABLE

=1

receivable are stated at net realizable value and represent amounts due
on product sales. Allowances of $68,433, $78,460 d $60,003 at
995 and 1994, respectively, have been provided for amounts not
expected to be collected.

Account
from

INVENTORIES

s consist of ferrous and non-ferrous material
d various other scrap materials

average cost or market, on a first

; glass and plastic
ed at the lower of

PROPERTY AND EQUIPMENT

Property and equipment are recorded at cost less accumulated depreciation.

TH

ja

E MACLEOD GROUF

NCTE 1 - THE COMPANY AND ITS SIGNIFICANT ACCOUNTING POLICIES:
CONTINUED)

ig computed principally using the straight-line method over the
timated useful lives of the assets.

The estimated economic lives are as follows:

<TABLE>

<S>

and Containers
vinery and Equipment
e equipment
nt facilities and Equipment
Leasehold improvements

years
years
years
vears

years
</ TABLE>

REVENUE RECOGNITION

The Company recog:
] at the

zes revenue when title passes to the customer which is
ne of shipment.

INCOME TAXES

5/31/2012 7:47 AM



66 of 72

hitp://www.sec.gov/Archives/edgar/data/795665/0000891618-97-000058 txt

California Metals Recycling Company, Inc., and Firma Plastics Company,

have each elected S-Corporation status effective February 1, 1988 and J vy 1,
1993, respectively. The income and loss generated by a S-Corporation is subject
to federal and state tax at the shareholder level rather than the entity level.

Acco ly, no federal or state income tax provision (benefit) has been

re in the consolidated financial statements for these entities.

eCordaes

Firma, Inc., Trojan Trading Company, and MacLeod Metals Company are each C—
Corporations. In addition to recording a provision (benefit) for federal and
state ome taxes pavable, the provision {(benefit) recorded within the
consolidated financial statements for the

—0—

THE MACLEOD GROUP

NOTES TO FINANCIAL STATEMENTS

amounts for deferred
is of assets and

periods ending June 30, 1996, 1995, and 1994, includes
weome taxes resulting from changes between the tax b
liabilities and their reported amounts in the financial statements. The impact
of change in tax rates on deferred tax assets and liabilities will be recognized
ag 1ncome or expense in the periocd in which the change is enacted.

NCTE 2 - ACCOUNTS RECEIVABLE:
Accounts receivable consist of the following:

<TABLE>
<CAPTICN>

<S>
Trade accounts receivable
Other receivables

</TABLE>

NOTE 3 - NOTES RECEIVABLE:

In 1996 the Company entered into an agreement to sell a chopping line to a third
party in exchange for a note receivable for $613,17 nd $11,824 in interest.
Payments of $£100,000 ars he twentieth day of each month beginning June 20,
1996 with the last payme of $£125,000 due on November 20, 1996. A net of
3515,067 of principal and interest is due on the note at June 30, 1996.

-]
oy =

An additional note receivable in the amount of $300,000 at June 30, 1996 and
1995 represents a one year note originally due on June 30, 1995 from a third
party. Subsequent to June 30, 1996 the note was sold to a shareholder at face
value

NOTE 4 - INVENTORIES:

Inventories consist of

<TABLE>
<CAPTION>

<85> <C>
Non—-ferrous materi S
</TABLE>

THE MACLECD GROUP
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NOTES TO FINANCIAL STATEMENTS

<TABLE>
<3> <C> <C>
Other material 150,890 169,200

</TABLE>

NCTE 5 —-PROPERTY AND EQUIPMENT:

=

Property and equipment consists of the following:

<TABLE>

<CAPTION>

June 30, 1996 June 30, 1995
<S> <C> <C>
Flant equipment 3 2,264,640 s 3,620,568
Plant facilities and improvements 370,691 370,691
Vehicles 378,049 345,784
Office eguipment 68, 604 68, 604

3,581,984 4,905,647
Less: accurmulated depreciation (3,011,659) (4,189,102)

</TABLE>
~11-
THE MACLEOD GROUP

NOTES TO FINANCIAL STATEMENTS

NCTE & —-ACCOUNTS PAYABLE AND ACCRUED EXPENSES:
Accounts pavable and accrued expenses consist of the following:

<TABLE>
<CAPTION>

June 30, 1996
<S>

Trade accounts pavyable
Accrued expenses

</TABLE>
NOTE 7 - NOTE PAYABLE TO STOCKHOLDER:

Note payable to stockholder a loan which bears interest at 6%. This

loan was paid in full July 19¢

NOTE 8 - LINES OF CREDIT:

which comprise the Company have various revolving lines of credit

a1

The entities
with comme al lenders which preovide for an aggregate of 81,400,000 of
revolving credit at interest rates that range from 0% to 2 1/2% ¢!
lenders prime rate. The 1 cured and no commitment fees are paid on
the unused portion of the lines of credit.

iries

At June 30, 1996 and 1995 the balance outstanding was $800, 000 and $0,
respectively. A provision of the related covenants requires that a cash balance
of $400,000 be maintained by the Company wit 1 'he maintenance of
his balance secures the Company a lower i =t rate. These funds are not
restricted by the lending ins ution from withdrawal, however, if the average
quarterly balance is not at least equal to this amcunt, the Company is subject

er
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to an additional
% of the effec
comp

arge equal to the $400,000 less the shortfall multiplied by
ve interest rate. At June 30, 1996, and 19985, the Company was
iance with this covenant.

NOTE 9 —-LONG-TERM DEBT:

Long-term debt consists of the following:

<TABLE>
<CAPTION>
June 30, 1996 June 30, 1995
<S> <C> <C>
</TABLE>

_12_

THE MACLEOD GROUP

NOTES TO FINANCIAL STATEMENTS

<TABLE>

<S> <C> <C>

Long-term debt $416,9 $490,000

Less: current portion (65,000) (65,000}
=

Total long-term debt 5351, 964

</TABLE>

1981, the Company received flndn, ng fror & : the
St is

Pollut,)n Control Bonds by the State

monthly installments plus interest which varies from 4%- 6%. The underlying loan
agreements are quaramteed by the Small Business Association ({SBA) and require
monthly base lo payments in amounts necessary to 1 annual redemption
erest. Fund% feﬂﬂ]ved in excess of current in i
accurulate for the benefit of the Company in a restricted cash account.
addition, a deposgit is maintained equal to three months of base loan payments
plus interest earned. The Company's plant and equipment are security for the
indebtedness.

Az of

e 30, 1996, long-term debt is ieduled to mature during fiscal vyears

L J
ending June 30 as follows:
<TARLE>
<S> <>
1997 565,000
1998 75,000
1999 75,000
2000 80,000
</TABLE>
_13_
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THE MACLEOD GROUP
NOTES TO FINANCIAL STATEMENTS
<TABLE>
<S> <C>
2001 85,000
Thereafter 36,964
5416,964
</TABLE>
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NOTE 10 - INCOME TAXES:

The (benefit) provision for income

{
v

<TABRLE>

<CAPTION>
June 30, 1996
<>
$(115,°

(149,117)

Deferred
Federal S (95,797)
State -
(95,797)

Total

</TABLE>

THE
NOTES TO
NOTE 10 - INCOME TAXES:
(CONTINUED)
Deferred income tax assets (liabi

<TABRLE>

<CAPTION>
Deferred tax assets -

Book wvs. s

te tax depreciation
Section 267 expenses

deductible

Deferred tax liabilities -

Cash tax to accrual book adjustm
Net deferred tax liability
</TABLE>

~ovision as
s compute

Income tax (benefit)
income differs from amot

)

onsists o

_14_

MACLEOD GROUP
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${104,139)

FINANCIAL STATEM 3

consist

lities)

of the following:

June 30, 1996 June 30, 1995
<LC> <C>
$ 19,8¢ $ 19,078
when paid 405,306 431,041
$425,173 $450,119

ent

reflected in the consolidated statement of

d by applying the statutory

tax rate to income before income taxes as follows:

<TABLE>

<CAPTION>
<S>
Income tax (kbenefit) provision

at statutory rate
t i me tax, net of federal

Effect of
Other,

June 30, 1996
<C>

(64,199)
169,881

5,017

$(244,914)

federal corporate

June 30, 1995 June 30, 1994
<C> <C>»
$ 549,636 $ 133,503
99,225 24,101
(102,535) 42,053
8,027 (8,000)

S 191,657

5/31/2012 7:47 AM
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</TABLE>

As described in NOTE 1, certain entiti hat bomprj“
S— Corporation status, under

to f al and state tax at bhalohqlqol le\f
Had the income (loss) of the S- Corporations included
at a combined federal and state tax rate of 40%, the Lompany’s
June 30, 1996, 1995, and 19%4 would have been $(144,000),

of (additional benefit) additional expense, respectively.

15—
<PAGE> 15
THE MACLECD GROUP

NOTES TO FINANCIAL 5

uses depreci
ome tax purposes for financial repo
1y generate deferred taxes related to

rposes, and therefore does not
i zed assets. The net deferred tax

lity is the result of temporary di > resul T]ng from one
ities within the Company which uses the cash Wefhod for income tax i

_16_

THE MACLECD GROUP

NOTES TO FINANCIAL STATEM

NCTE 11 - STOCKHOLDERS' EQUITY:

The MacLeod Group consists of five companies with separate shares of common
stock, which are as follows:

authorized 250 shares of common stock at 3100 par value. At

MacLeod Metals has
ares were issued and outstanding.

6/30/%6, 250 sha

Trojan Trading has authorized 100 shares of common stock at no par value. At
6/30/96, 100 shares were issued and outstanding.

Firma, Inc. has authorized 50,000 shares of common stock at no par value. At
/30/96, 1,000 shares were issued and 750 shares were outstanding.

Firma Plastics,
At 6/30/%6, 100

rized 100 shares of common stock at no par value.
ssued and outstanding.

has authorized 100,000 shares of common stock

California Metals Recyclin .
B4 =7
000 shares were issued and outstanding.

at no par value. At 6/30/9¢,

NOTE 12 - COMMITMENTS AND CONTINGENCIES:

ble operating

les and eguipment under noncanc
{ ! ry 1998. As of

pire at various d
rase payments under the
lows:

years ending June 30 are as

<TABLE>

<S> <C>
1997 S 459,575
1998 261,876
1999 and thereafter -

</TABLE>

Rent expense totaled $452,000, 447,000 and £331,000 for the vyears ended June

5/31/2012 7:47 AM



hitp://www.sec.gov/Archives/edgar/data/795665/0000891618-97-000058 txt

30, 1996, 1995 and 1994, respsctively.

NOTE 13 -

ATED PARTY TRANSACTIONS:

Scme of the Company's leases are with its shareholders for
Related rental expense

the Company's South Gate location.

» years ended

THE MACLEOD GROUP
NOTES TO FINANCIAL STATEMENTS
nd 1994. During 1994, the Company sold its Gardena property

a
for a loss of approximately £15,000. The Company then leased
e shareholder at an annual rent of $52,000.

June 30, 1996, 1995
to its shareholder
he property from th

NOTE 14 - FAIR VALUE OF FINANCIAL INSTRUMENTS:

Fair value of the financial instruments disclosed herein is not necessarily
representative of the amount that could be realized or settled, nor does the
] e amount consider the tax consequences of realization or settlement.
lowing ab e summarizes financial instruments by individual balance sheet

June 30, 1996 June 30, 1995
F
Carrving Fair Carrvying Fair
Value Armount Value
<C> <C> <C> <C>
Financial assets:
Cash and cash egquivalents S 494,482 S 494,482 $2,607,016 $2,607,016
Trade accounts receivable 2,206,960 2,206,960 1,776,440 1,776,440
Restricted cash 165,503 165,503 156,317 156,317
Notes receivable 815,067 815,067 300,000 300,000
Total financilial assets 53,682,012 13 773

Financial liabilities:

Acc s payable S 958,174 S 958,174 3 430,370 3 430,370

Accrued interest —-— - 4,320 4,320
Long-term debt (includinc 1t

due within one year) 1,216,964 1,113,107 490, 000 348,537

Total financial liabil $ 924,690 s 783,227

</TABLE>

or liabilities
instruments.
where

ue of long-term debt instruments is based on market
e or current borrowing rates available for financing w
and maturities.

similar terms

~18—
<PAGE> 18
THE MACLECD GROUP

NOTES TO FINANCIAL STATE

NOTE 15 - CONCENTRATION CF CREDIT RISK AND MAJOR CUSTCMERS:
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The majority Company's busin ducted with scrap metal
recyclers loca *hin the United States. At June 30, 1996, the Company's
from companies in the scrap metal recycling industry were

31,535,000, Receivables from interr 1 les at June 30, 1996
and £84,500 of the year end receivable due from the
ifornia Department of Conservation.

s activity is con

a combilned basis,

The Company's three largest customers, o
33% and 30% of revenues for each of the three years ended June 30, 199%¢g,
respectively. The Company's single largest customer represented 20%, 11% and 15%
of total revenues for each of the three years in the period ended June 30, 1996,
respectively.

represented 42%,

</TEXT>

</ DOCUMENT >
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‘”)I\VREPOFW OF INDEPENDENT ACCOUNTANTS

Exhibit 99.2

REPORT OF INDEPENDENT ACCOUNTANTS

To the Board
of The MacLeod

irectors
up

our )plnl)n, the accompanying consolidated balance sheot and t“e related
@onool ed statement of income, of stockhelders' equity and of sh flows

pres @nt fairly, in all material respects, the financial pOSlthn of The MacLeod
Gr oup and its subsidiaries at June 30, 1996 and 1995, and the re of their
operations and their cash flows for each of the three years in t iod ended
June 30, 1996, in conformity with generally accep accounting principles.
ese financial statements are the responsibility C any's management ;
our responsibility is to express an opinion on th 5 basead
on our audits. We conducted our audits of these n accordance with

y accepted auditing standards whicl plan and perform the

audit to obtain reasocnable assurance about whe
free of material misstatement. An audit lncluae%
aviden supporting the amcunts and disclosures
assessing the accounting princi i
manag nt, and evaluati the overall £
believe that our audits provide a reasonal

apove,

gener

made by
tion. We

les used

for the opinion expressed

/a/ Price Waterh
</ TEXT>
</DOCUMENT >
</ SEC-DOCUMENT>
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